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By: Grusendorf/SP: Shapiro H. B. No. 2
Substitute the follow ng for H B. No. 2:

By: C.S. HB. No. 2

A BlILL TO BE ENTI TLED
AN ACT
relating to public education, public school finance matters, and
the inposition of a state ad valorem tax; inposing crimna
penal ti es.
BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF TEXAS:
ARTI CLE 1. PUBLI C SCHOOL FI NANCE
PART A. EDUCATI ON FUNDI NG AND SCHOOL PROPERTY TAX RELI EF

SECTI ON 1A.01. Sections 41.002(a) and (e), Education Code,
are amended to read as foll ows:

(a) A school district may not have a wealth per student
t hat exceeds $339, 000 [ $365,000].

(e) Notw thstanding Subsection (a), and except as provided
by Subsection (g), in accordance with a determ nation of the
conm ssioner, the wealth per student that a school district nmay
have after exercising an option under Section 41.003(2) or (3)
may not be |ess than the ampbunt needed to maintain state and
| ocal revenue in an anpbunt equal to state and | ocal revenue per
wei ghted student for mai ntenance and operation of the district
for the 1992-1993 school year less the district's current year
di stribution per weighted student from the available school

fund, other than anounts distributed under Chapter 31, if the
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district inposes an effective tax rate for maintenance and
operation of the district equal to the greater of the district's

current tax rate or the nmaxi mum nmai ntenance tax rate permtted

under Section 45.003 [$1-50-onthe $100 valuationof taxable

proeperty] .

SECTI ON 1A. 02. Section 41.157(d), Education Code, is
amended to read as follows:

(d) Notwi thstanding Section 45.003, the consolidated taxing
district may | evy, assess, and collect a maintenance tax for the
benefit of the conponent districts at a rate that exceeds the
maxi mum mai ntenance tax rate permtted under Section 45.003

[ $1- 50 per—$100 valuation of taxable property] to the extent

necessary to pay contracted obligations on the | ease purchase of

per manent inprovenents to real property entered into on or
before May 12, 1993. The proposition to inpose taxes at the
necessary rate nmust be submitted to the voters in the nmanner
provi ded by Section 45.003.

SECTI ON 1A.03. Section 42.005(a), Education Code, is
amended to read as follows:

(a) In this chapter, average daily attendance is:

(1) the quotient of the sum of attendance for each day
of the m ni mum nunber of days of instruction as described under
Section 25.081(a) divided by the mnimm nunber of days of
instruction; [e+]

(2) for adistrict that operates under a flexible year
program under Section 29.0821, the quotient of the sum of
attendance for each actual day of instruction as permtted by
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Section 29.0821(b)(1) divided by the nunber of actual days of
instruction as permtted by Section 29.0821(b)(1); or

(3) for a district that oerates under a flexible

school day program under Section 29.0822, the quotient of the

sum of attendance for each full-tinme equivalent day of

instruction divided by the m ni nrum nunber of days of instruction

as descri bed under Section 25.081(a).

SECTI ON 1A. 04. Subchapter A, Chapter 42, Education Code, is
amended by addi ng Section 42.008 to read as foll ows:

Sec. 42.008. REPORT ON EDUCATI ON SPENDI NG. Bef ore each

regul ar session of the legislature, the Legislative Budget Board

shall submt to the conm ssioner and the |egislature a report

t hat includes:

(1) a description of the ampunt of all spending on

primary and secondary education in this state, disaggregated by

federal, state, and |ocal spending and spending by private

entities; and

(2) an analysis of the state's portion of spending.

SECTI ON 1A.05. Section 42.2512, Education Code, is anended
by addi ng Subsection (a-1) to read as follows:

(a-1) |In addition to any anobunts to which a school district

is entitled under Section 42.2541, a school district, including

a school district that is otherwise ineligible for state aid

under this chapter, is entitled to state aid in an anmpunt, as

determined by the comm ssioner, equal to the product of the

followi ng anount, as applicable, multiplied by the nunber of

cl assroom teachers, full-tinme librarians, full-tine counselors
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certified under Subchapter B, Chapter 21, and full-time school

nurses enpl oyed by the district and entitled to a m ni nrum sal ary

under Section 21.402:

(1) $1,500; or

(2) $2,000, if HB. No. 3, Acts of the 79th

Legi sl ature, Regul ar Session, 2005, takes effect i mediately.

SECTI ON 1A. 06. Effective Septenber 1, 2006, the heading to
Section 42.2512, Education Code, is anended to read as foll ows:

Sec. 42.2512. ADDI TI ONAL STATE Al D FOR [ PROFESSIONAL] STAFF
SALARI ES.

SECTION 1A.07. Effective Septenber 1, 2006, Section
42.2512, Education Code, is amended by addi ng Subsection (a-2)
to read as foll ows:

(a-2) In addition to any anpunts to which a school district

is entitled under Section 42.2541, a district, including a

district that is otherwise ineligible for state aid under this

chapter, is entitled to state aid in an anpbunt, as determ ned by

t he conm ssioner, equal to the sum of:

(1) the product of $500 nultiplied by the nunber of

full-time district enployees, other than adninistrators or

empl oyees descri bed by Subsection (a); and

(2) the product of $250 nultiplied by the nunber of

part-tine district enpl oyees.

SECTI ON 1A.08. Section 42.252(a), Education Code, is
amended to read as follows:

(a) Each school district's share of the Foundati on Schoo
Programis determ ned by the follow ng formnul a:
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LFA = TR X DPV

wher e:

"LFA" is the school district's |ocal share;

"TR' is a tax rate which for each hundred dollars of
valuation is an effective tax rate of $0.76 [$6-86]; and

"DPV' is the taxable value of property in the school
district for the preceding tax year determ ned under Subchapter
M Chapter 403, Governnent Code.

SECTI ON 1A.09. Section 42.253, Education Code, is amended
by addi ng Subsection (e-2) to read as follows:

(e-2) For the 2005-2006 school year, the limt authorized

by Subsection (e) is reduced by $0.20. This subsection expires

Septenber 1, 2006.

SECTI ON 1A. 10. Subchapter E, Chapter 42, Education Code, is
amended by adding Sections 42.2541 and 42.2542 to read as
fol |l ows:

Sec. 42.2541. ADDI TIONAL TRANSITIONAL AID. (a) In this

section, "weighted average daily attendance" has the neaning

assi gned by Section 42.302.

(b) Notwithstandi ng Section 42.253, a school district is

entitled to the amount of state revenue necessary to nmaintain

state and | ocal revenue in an anount equal to the sum of:

(1) the ampbunt of state and | ocal revenue per student

in weighted average daily attendance for nmintenance and

operation of the district that the district received for the

2004- 2005 school year, including any anounts the district

recei ved under Rider 82, page |11-23, Chapter 1330, Acts of the
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78t h Leqgi sl at ur e, Regul ar Sessi on, 2003 (the CGener al

Appropriations Act); and

(2) an anpunt equal to $50 per student in average

daily attendance.

(c) The comm ssioner may increase the amount to which a

school district is entitled under Subsection (b) as the

conmm ssi oner determ nes necessary.

(d) The commi ssi oner shall deternm ne the ampbunt of state

funds to which a school district is entitled under this section,

including the anpunt per student in weighted average daily

attendance, and shall make that determ nation available to the

Legi sl ative Budget Board. The conni ssioner's determnation is

final and may not be appeal ed.

Sec. 42.2542. TEMPORARY LIMTATIONS ON AlID. (a)

Not wi t hst andi ng any other provision of this subtitle, for the

2005- 2006 school vyear, the conm ssioner shall withhold from a

school district the anpbunt of state funds necessary to ensure

that the district does not receive an anount of state and | ocal

revenue per student in weighted average daily attendance that is

greater than 103 percent of the anpunt to which the district is

entitled under Section 42.2541(b)(1).

(b) The comm ssioner shall deterni ne the anpunt of state

funds required to be wthheld under this section. The

comm ssioner's determnation is final and nay not be appeal ed.

(c) This section expires September 1, 2006.

SECTION 1A. 11. Section 42.302(a), Education Code, is
anended to read as foll ows:
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(a) Each school district is guaranteed a specified anmount
per wei ghted student in state and |ocal funds for each cent of
tax effort over that required for the district's local fund
assignnment up to the maximum | evel specified in this subchapter.

The anpbunt of state support, subject only to the maxi num anount
under Section 42.303, is determ ned by the fornula:
GYA = (GL X WADA X DTR X 100) - LR
wher e:

"GYA" is the guaranteed yield amunt of state funds to be
all ocated to the district;

"GL" is the dollar amunt guaranteed |evel of state and
| ocal funds per weighted student per cent of tax effort, which
is $33.09 [$27-214] or a greater ampunt for any year provided by
appropriation;

"WADA" is the nunmber of students in weighted average daily
attendance, which is calculated by dividing the sum of the
school district's allotnments under Subchapters B and C, |ess any
allotment to the district for transportation, any allotnment
under Section 42.158, and 50 percent of the adjustnment under
Section 42.102, by the basic allotnent for the applicable year;

"DTR" is the district [enechmrent] tax rate of the schoo
district, which is determned by subtracting the anounts
speci fied by Subsection (b) fromthe total anmount of maintenance
and operations taxes collected by the school district for the
applicable school year and dividing the difference by the
gquotient of the district's taxable value of property as
det er m ned under Subchapter M Chapter 403, CGovernnent Code, or,
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if applicable, under Section 42.2521, divided by 100; and

"LR" is the Ilocal revenue, which 1is determ ned by
multiplying "DTR'" by the quotient of the district's taxable
val ue of property as determ ned under Subchapter M Chapter 403,
Governnment Code, or, if applicable, under Section 42.2521,
di vi ded by 100.

SECTI ON 1A.12. Section 42.303, Education Code, is amended
to read as foll ows:

Sec. 42.303. LI M TATI ON ON [ ENRFCHMVENTF] TAX RATE. (&) The
district [enchrent] tax rate ("DTR') under Section 42.302 nay
not exceed $0.69 [$0-64] per $100 of valuation, or a greater
amount for any year provided by appropriation.

(b) Notw thstandi ng Subsection (a), for the 2005 tax year,

the district tax rate ("DTR') under Section 42.302 nmy not

exceed $0.54 per $100 of valuation. Thi s subsection expires

Sept enber 1, 2006.

SECTI ON 1A.13. Section 45.003, Education Code, is amended
by anmendi ng Subsection (d) and addi ng Subsections (e) and (f) to
read as follows:

(d) A proposition submtted to authorize the |levy of
mai nt enance taxes nust include the question of whether the
governing board or conm ssioners court may |evy, assess, and
col l ect annual ad valorem taxes for the further maintenance of
public schools, at a rate not to exceed the rate, which may be
not nore than $1.45 [$1-508] on the $100 valuation of taxable
property in the district, stated in the proposition.

(e) Notw thstanding Subsection (d), for the 2005 and 2006
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tax years, a school district may not inpose a maintenance tax at

a rate that exceeds $1.30 per $100 of valuation. A district nay

not exceed the rate described by this subsection in a subsequent

school year unless authorized by a majority of the qualified

voters of the district voting at an election held for that

ur pose.

(f) An election held before January 1, 2005, authorizing a

mai ntenance tax at a rate of at Jleast $1.30 on the $100

val uation of taxable property in the district is sufficient to

authorize a rate of $1.30 or less for the 2005 tax year or a

subsequent tax year

SECTI ON 1A. 14. Sections 45.006(b) and (f), Education Code,
are amended to read as fol |l ows:

(b) Notw thstanding Section 45.003, a school district may
| evy, assess, and collect maintenance taxes at a rate that
exceeds the naxi num nai nt enance tax rate permtted under Section
45. 003 [ $1.- 50 per—$100 valuvation of taxable property] if:

(1) additional ad val oremtaxes are necessary to pay a

debt of the district that:

(A) resulted from the rendition of a judgnent
agai nst the district before May 1, 1995;

(B) is greater than $5 mllion;

(C) decreases a property owner's ad val oremtax
liability;

(D) requires the district to refund to the
property owner the difference between the anount of taxes paid
by the property owner and the anount of taxes for which the
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property owner is |iable; and
(E) is payable according to the judgnment in nore
than one of the district's fiscal years; and
(2) the additional taxes are approved by the voters of
the district at an election held for that purpose.
(f) The governing body of a school district that adopts a
tax rate that exceeds the maxi nrum nmai ntenance tax rate permtted

under Section 45.003 [$1-50 per—$100 valuation—of taxable

property] mmy set the anount of the exenption from taxation

aut hori zed by Section 11.13(n), Tax Code, at any tine before the
date the governing body adopts the district's tax rate for the
tax year in which the election approving the additional taxes is
hel d.
PART B. EDUCATI ON FUNDI NG AND STATE PROPERTY TAX

SECTION 1B.01. Section 42.002(b), Education Code, is
anmended to read as foll ows:

(b) The Foundation School Program consists of:

(1) a basic program as provided by this chapter, that

provi des for [twotiers that +n conrbination provide for

[A)Y] sufficient financing for al | school

districts to provide a basic program of education that is rated
academ cal |y acceptable or higher under Section 39.072 and neets
ot her applicable | egal standards; [and]

(2) an enrichnent program as provided by Subchapter

F, that includes a guaranteed yield conponent to provide [{B}]

substantially equal access to funds to provide an enriched
program and
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(3) [&] a facilities conmponent as provided by
Chapter 46.

SECTI ON 1B. 02. Section 42.007, Education Code, is amended
by anmendi ng Subsection (c) and addi ng Subsection (e) to read as
fol | ows:

(c) The funding el ements nust include:

(1) an accreditation [a—baste] allotment for the

pur poses of Section 42.101 that[—whenr—conbined—w-th—the

] represents
t he cost per student of a regular education programthat neets
all mandates of |aw and regul ati on;

(2) adjustnents designed to reflect the variation in
known resource costs and costs of education beyond the control
of school districts;

(3) appropriate programcost differentials and ot her
fundi ng el ements for the progranms authorized under Subchapter C,
with the program funding | evel expressed as dollar amunts and

as weights applied to the adjusted accreditation |[basie]

al l otnment for the appropriate year;
(4) the maxi mum guaranteed | evel of qualified state

and | ocal funds per student for the purposes of the enrichnment

program under Subchapter F;

(5) the enrichnment [anrd—faeitities] tax rate under
Subchapt er F;

(6) the conputation of students in weighted average
daily attendance under Section 42.302; and

(7) the anount to be appropriated for the school
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facilities assistance program under Chapter 46.

(e) Notwithstanding Subsection (d), the board shall

contract for a conprehensive study of the funding el enents. The

board shall report the results of the study to the commi ssi oner

and the legislature not later than Decenber 1, 2008. Thi s

subsection expires January 1, 2009.

SECTION 1B.03. The heading to Subchapter B, Chapter 42,
Educati on Code, is anmended to read as foll ows:
SUBCHAPTER B. BASI C PROGRAM [ ENFHLEMENT]
SECTI ON 1B. 04. Section 42.101, Education Code, is anended
to read as foll ows:

Sec. 42.101. ACCREDI TATI ON [BASLCS] ALLOTMENT. For each

student in average daily attendance, not including the tine
students spend each day in special education progranms in an
instructional arrangenment other than mainstream or career and
t echnol ogy education prograns, for which an additional all otnent
is made under Subchapter C, a district is entitled to an

accreditation allotnment of $4,300 [$2-53#4]. A greater anount

for any school year may be provided by appropriation.

SECTI ON 1B. 05. Section 42.102, Education Code, is anmended
to read as foll ows:

Sec. 42.102. COST OF EDUCATI ON ADJUSTMENT. (a) The

accreditation [baste] allotnent for each district is adjusted to

reflect the geographic variation in known resource costs and
costs of education due to factors beyond the control of the

school district. The amount of the adjustnment is 71 percent of

the total anpunt that would result from application of the cost
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of education index adopted under this section, or a greater

amount for any year provided by appropriation.

(b) Except as provided by Subsection (c), the [Fhe] cost of

education adjustnent is determ ned using the average of the

three nost recent index reconputations and adjustnments adopted

by the Legislative Budget Board under Subsection (d) [eest—of

(b-1) Except as provided by Subsection (c), the cost of

education index to be used in determ ning the cost of education

adjustnent for the foll owing school years is determ ned by the

follow ng fornul as:

(1) for the 2006-2007 school year:

CEl = (TFE + (5 x PCEIl))/®6

(2) for the 2007-2008 school year

CEl = ((2 x TFE) + (4 x PCEl))/6

(3) for the 2008-2009 school year

CEl = ((2 x TFE) + (3 x PCEl) + LBBA)/6

(4) for the 2009-2010 school vyear:

CEl = ((2 x TFE) + (2 x PCEl) + (2 x LBBA))/6

(5) for the 2010-2011 school year

CEl = ((2 x TFE) + PCEl + (3 x LBBB))/6; and

(6) for the 2011-2012 school year

CEl = ((2 x TFE) + (4 x LBBB))/6

wher e:

"CElI" is the index to be used;
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"TFE" is the teacher fixed effects index in the 2004 report

conm ssioned by the Joint Select Commttee on Public School

Fi nance of the 78th Legi sl ature;

"PCEI" is the index applied during the 2005-2006 school

year
"LBBA" is the index adopted by the Legi sl ative Budget Board

in accordance with Subsection (d) for the state fiscal biennium

begi nni ng Septenber 1, 2008; and

"LBBB" is the index adopted by the Legislative Budget Board

in accordance with Subsection (d) for the state fiscal biennium

begi nni ng Sept ember 1, 2010.

(c) |If the adjustnent provided by this section for a schoo

year is less than the adjustment to which a school district

woul d have been entitled using the index applied during the

2005- 2006 school year, the district's adjustnent shall be

conputed using the index applied during the 2005-2006 school

year.
(d) The Legislative Budget Board shall:

(1) conduct a study each biennium and reconpute the

cost of education index; and

(2) adopt adjustnents as the board deternines are

necessary to ensure that the cost of education index reflects

current variations in known resource costs and costs of

education, including costs related to social security, due to

factors beyond the control of a school district.

(e) The board' s determ nation under Subsection (d) is final

and may not be appeal ed.
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(f) Subsection (b) applies beginning with the 2012-2013

school vyear. Subsection (b-1) and this subsection expire

Septenber 1, 2013.

SECTI ON 1B. 06. Sections 42.103(a)-(d), Education Code, are
amended to read as foll ows:

(a) The accreditation [basie] allotnent for certain small

and md-sized districts is adjusted in accordance with this
section. In this section:

(1) "SA" [“AA“] is the district's size-adjusted

accreditation [adjusted] allotnent per student;

(2) "ADA" is the nunber of students in average daily
attendance for which the district is entitled to an all ot nent
under Section 42.101; and

(3) "AA" [-ABA“] is the adjusted accreditati on [basi€]

al l ot mrent determ ned under Section 42.102.

(b) The accreditation [basie] allotnment of a school

district that contains at |east 300 square mles and has not
nore than 1,600 students in average daily attendance is adjusted
by applying the fornula:

SA [AA] = (1 + ((1,600 - ADA) X .0004)) X AA [ABA]

(c) The accreditation [basie] allotnment of a school

district that contains |less than 300 square mles and has not
nmore than 1,600 students in average daily attendance IS
adj usted by applying the formnul a:

SA [AA] = (1 + ((1,600 - ADA) X .00025)) X AA [ABA]

(d) The accreditation [basie] allotnment of a school

district that offers a kindergarten through grade 12 program and
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has less than 5,000 students in average daily attendance is
adj usted by applying the formula, of the follow ng formnulas,
that results in the greatest adjusted allotnent:
(1) the fornmula in Subsection (b) or (c) for which the
district is eligible; or
(2) SA [AA] = (1 + ((5,000 - ADA) X .000025)) X AA
[ ABA] .
SECTI ON 1B. 07. Sections 42.104, 42. 105, and 42.106,
Educati on Code, are anended to read as foll ows:
Sec. 42.104. USE OF SMALL OR M D- SI ZED DI STRI CT ADJUSTMENT
| N CALCULATI NG SPECI AL ALLOTMENTS. I n determ ning the anmount of
a special allotnment under Subchapter C for a district to which

Section 42.103 applies, a district's adjusted accreditation

[ basie] allotment is considered to be the district's adjusted

accreditation allotment determ ned under Section 42.103.

Sec. 42.105. SPARSITY ADJUSTMENT. Notw thstandi ng Sections
42.101, 42.102, and 42.103, a school district that has fewer
than 130 students in average daily attendance shall be provided

an adjusted accreditation [baste] allotnment on the basis of 130

students in average daily attendance if it offers a kindergarten
t hrough grade 12 program and has preceding or current year's
average daily attendance of at |east 90 students or is 30 mles
or nore by bus route fromthe nearest high school district. A
district offering a kindergarten through grade 8 program whose
preceding or current year's average daily attendance was at
| east 50 students or which is 30 mles or nore by bus route from
t he nearest high school district shall be provided an adjusted
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accreditation [basie] allotnent on the basis of 75 students in

average daily attendance. An average daily attendance of 60
students shall be the basis of providing the adjusted
accreditation [basie] allotnment if a district offers a

ki ndergarten through grade 6 program and has preceding or
current year's average daily attendance of at |east 40 students
or is 30 mles or nore by bus route fromthe nearest high school
district.

Sec. 42.106. ADJUSTED PROPERTY VALUE FOR DI STRICTS NOT
OFFERI NG ALL GRADE LEVELS. For purposes of this chapter, the
t axabl e value of property of a school district that contracts
for students residing in the district to be educated in another
district under Section 25.039(a) is adjusted by applying the
fornmul a:

ADPV = DPV - (TN MIR) [ {FN—0415}]
wher e:

"ADPV" is the district's adjusted taxable value of property;

"DPV" is the taxable value of property in the district for
the preceding tax year determ ned under Subchapter M Chapter
403, Government Code; [ and]

"TN' is the total anount of tuition required to be paid by
the district under Section 25.039 for the school year for which
the adjustnment is nmade, not to exceed the amount specified by
comm ssi oner rule under Section 25.039(b); and

"MIR" is the nmaxi num nai ntenance tax rate permtted under

Section 45.003, expressed as a rate to be applied to the total

val uation of taxable property.
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SECTI ON 1B. 08. Sections 42.151(a), (b), (e), (g), and (k),
Educati on Code, are anended to read as foll ows:

(a) For each student in average daily attendance in a
speci al education program under Subchapter A, Chapter 29, in a
mai nstream instructional arrangenment, a school district is
entitled to an annual allotnment equal to the adjusted

accreditation [baste] allotment multiplied by 1.1. For each

full -time equival ent student in average daily attendance in a
speci al educati on program under Subchapter A, Chapter 29, in an
i nstructional arrangenent other than a mainstreaminstructional
arrangenent, a district is entitled to an annual all otnent equal

to the adjusted accreditation [basie] allotment nultiplied by a

wei ght determ ned according to instructional arrangenent as

foll ows:
Homebound ... ... 5.0
Hospital class . ...... .. . . . . i 3.0
Speech therapy . ... ... 5.0
Resource room .. ... ... ... 3.0
Sel f-contained, mld and noderate, regular canpus ... 3.0
Sel f-cont ai ned, severe, regular canpus .............. 3.0
OFf home canpus ... .. 2.7
Nonpublic day school ......... ... . . ... . . . ... .. ... . ... 1.7
Vocational adjustnment class ............ .. ... .. ..... 2.3

(b) A special instructional arrangenent for students with
disabilities residing in care and treatnment facilities, other
t han state schools, whose parents or guardians do not reside in
the district providing education services shall be established
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under the rules of the conm ssioner [State Beard of Education]

The funding weight for this arrangenment shall be 4.0 for those
students who receive their education service on a |ocal school
district canpus. A special instructional arrangenent for
students with disabilities residing in state schools shall be

est abl i shed under the rules of the comm ssioner [ StateBeard—of

Educatton] with a fundi ng wei ght of 2.8.

(e) The commi ssioner [ State—Beard—of—Education] by rule

shal|l prescribe the qualifications an instructional arrangenment
must neet in order to be funded as a particular instructiona

arrangenent under this section. In prescribing the
qualifications that a mainstreaminstructional arrangenment nust

meet, the conm ssioner [beard] shall establish requirenents that

students with disabilities and their teachers receive the
direct, indirect, and support services that are necessary to
enrich the regul ar classroom and enabl e student success.

(g) The conmi ssioner [ State Beardof Educatioen] shall adopt

rules and procedures governing contracts for residential
pl acenent of special education students. The |legislature shall
provi de by appropriation for the state's share of the costs of
t hose pl acenents.

(k) A school district that provides an extended year
program required by federal |aw for special education students
who may regress is entitled to receive funds in an anount equa
to 75 percent, or a l|lesser percentage determ ned by the
conm ssioner, of the adjusted accreditation [basie] allotnent

[ o—adjusted—allotment—as—apptiecable] for each full-tine
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equi val ent student in average daily attendance, nmultiplied by
the anmount desi gnated for the student's instructional
arrangement wunder this section, for each day the program is
provi ded divided by the number of days in the m ninmum school
year. The total amount of state funding for extended year
services under this section may not exceed $10 million per year.
A school district may use funds received under this section
only in providing an extended year program
SECTI ON 1B. 09. Sections 42.152(a), (e), (h), and (k),
Educati on Code, are anended to read as foll ows:
(a) For each student who is educationally di sadvantaged or
who is a student who does not have a disability and resides in a
residential placenment facility in a district in which the
student's parent or |egal guardian does not reside, a district
is entitled to an annual allotnent equal to the adjusted

accreditation [basie] allotnent nmultiplied by 0.2, and by 2.41

for each full-tinme equivalent student who is in a remedi al and
support program under Section 29.081 because the student is
pregnant.

(e) The commi ssioner nmay:

(1) retain a portion of the total amunt allotted
under Subsection (a) that the comm ssioner considers appropriate
to finance [intensive —accelerated instruction—prograns—and]
study guides provided wunder Section 39.024(c) [ Seetions
39-024{b)—and—{e)]; and

(2) reduce each district's basic program [ H-er—ene]

allotments in the sanme manner described for a reduction in
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al l ot ments under Section 42.253.

(h) After deducting the amobunt withheld under Subsection
(f) fromthe total amount appropriated for the allotnent under
Subsection (a), the comm ssioner shall reduce each district's

basi c program [ tier—one] allotnents in the sane manner descri bed

for a reduction in allotments under Section 42.253 and shall
all ocate funds to each district accordingly.

(k) After deducting the amobunt withheld under Subsection
(i) fromthe total amount appropriated for the allotnment under
Subsection (a), the comm ssioner shall reduce each district's

basi c program [ tier—one] allotnents in the sane manner descri bed

for a reduction in allotments under Section 42.253.

SECTI ON 1B. 10. Section 42.153, Education Code, is anmended
by amendi ng Subsection (a) and addi ng Subsections (a-1) and (d)
to read as foll ows:

(a) Except as provided by Subsection (a-1), for [Fer] each

student in average daily attendance in a bilingual education or
speci al | anguage program under Subchapter B, Chapter 29, a
district is entitled to an annual allotnment equal to the

adj usted accreditation [basie] allotnent nultiplied by 0.1.

(a-1) This subsection applies only to funding for students

who have been enrolled in a bilingual education or special

| anguage program for |ess than two years. The conm ssioner by

rule shall deternine a nethod for deterni ning whether a student

has been enrolled in a program for |less than two years. For
each student 1in average daily attendance in a bilingual
education or special |anguage program under Subchapter B
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Chapter 29, who has been enrolled in the programfor |ess than

two years, a district is entitled to an annual all otnent equal

to the adjusted accreditation allotnment nmultiplied by a weight

according to the grade |level at which the student entered the

program as foll ows:

Pr eki ndergarten- Grade 20.12

G ades 3-50.18

G ades 6-80. 24

G ades 9-120. 3

(d) A district is not entitled to an allotnment under this

section for a student who neets the criteria for transferring

out of the district's bilingual education or special |anguage

program but continues participating in the program under Section

29. 056(i ).

SECTION 1B. 11. Sections 42.154(a) and (e), Education Code,
are anended to read as fol |l ows:

(a) For each full-tinme equivalent student in average daily
attendance in an approved career and technology education
program in grades nine through 12 or in career and technol ogy
education prograns for students with disabilities in grades
seven through 12, a district is entitled to an annual all otnent

equal to the adjusted accreditation [basie] allotnent multiplied

by a wei ght of 1.35.

(e) OQut of the total statewi de allotnment for career and
t echnol ogy educati on under this section, the comm ssioner shall
set aside an anount specified in the General Appropriations Act,
whi ch may not exceed an anobunt equal to one percent of the total
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anount appropriated, to support regional career and technol ogy
educati on planning. After deducting the anmount set aside under
this subsection from the total anount appropriated for career
and technol ogy education under this section, the comm ssioner

shall reduce each district's basic program [tier—one] allotnents

in the same manner described for a reduction in allotnments under
Section 42.253.

SECTI ON 1B. 12. Sections 42.156(a) and (d), Education Code,
are amended to read as fol |l ows:

(a) For each identified student a school district serves in
a program for gifted and talented students that the district
certifies to the conm ssioner as conplying with Subchapter D,
Chapter 29, a district is entitled to an annual allotnment equal

to the district's adjusted accreditation [basie] allotnment as

determ ned under Section 42.102 or Section 42.103, as
applicable, multiplied by .12 for each school year or a greater
anount provided by appropriation.

(d) If the amount of state funds for which school districts
are eligible under this section exceeds the amunt of state
funds appropriated in any year for the programs, the

comm ssi oner shall reduce each district's basic program [tier

ene] allotnments in the same manner described for a reduction in
al l ot ments under Section 42.253.

SECTION 1B. 13. Section 42.157(a), Education Code, is
amended to read as follows:

(a) Except as provided by Subsection (b), for each student
in average daily attendance who is using a public education
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grant under Subchapter G Chapter 29, to attend school in a
district other than the district in which the student resides,
the district in which the student attends school is entitled to

an annual allotment equal to the adjusted accreditation [ basi€]

allotnment multiplied by a weight of 0.1.

SECTI ON 1B. 14. Section 42.251, Education Code, is amended
to read as foll ows:

Sec. 42.251. FINANCING GENERAL RULE. (a) The sum of the

accreditation [basie] allotnment under Subchapter B and the

special allotnments under Subchapter C, conputed in accordance

with this chapter, constitute the basic program [tier—one]

allotments. The sum of the basic program [tier—one] allotnments

and the enrichnment program [ guaranteed—yield] allotnments under

Subchapter F, computed in accordance wth this chapter,

constitute the total cost of the Foundation School Program
(b) The program shall be financed by:

(1) revenue generated by the state ad valorem tax

under Section 3-a, Article VIII, Texas Constitution;

(2) ad valorem tax revenue generated by a [an

egualized] uniform school district effort;
(3) [£2] ad valorem tax revenue generated by |oca

school district effort for an enrichnment programin accordance

with Subchapter F in excess of the [egualized] uniform schoo

district effort;

(4) [63)] state available school funds distributed in
accordance with | aw;, and

(5) [€4)] state funds appropriated for the purposes of
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public school education and allocated to each district in an
amount sufficient to finance the cost of each district's
Foundati on School Program not covered by other funds specified
in this subsection.

SECTI ON 1B. 15. The heading to Section 42.2512, Education
Code, is anended to read as foll ows:

Sec. 42.2512. ADDI TI ONAL STATE Al D FOR [ PROFESSIONAL] STAFF
SALARI ES.

SECTI ON 1B. 16. Section 42.2512(a), Education Code, is
amended to read as foll ows:

(a) 1n addition to any anmpunts to which a school district

is entitled under Section 42.2541, a [A—secheel] district[

ol uding—a—school—district that s otherwise ineligible for
state—al-d—under—this—chapter-] is entitled to state aid in an
ampunt, as determ ned by the comm ssioner, equal to the sum of
[ difference—ifany—between]:

(1) [ap—arpunt—egual—te] the product of the follow ng
anmpunt, as applicable, [$3+086808] multiplied by the nunmber of

cl assroom teachers, full-time librarians, full-tinme counselors
certified under Subchapter B, Chapter 21, and full-time school
nurses enpl oyed by the district and entitled to a mninumsal ary
under Section 21.402:

(A) $3,000; or

(B) $3,500, if HB. No. 3, Acts of the 79th

Legi sl ature, Regul ar Session, 2005, takes effect i mediately;

[ ard]

(2) the product of $500 nultiplied by the number of
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full-time district enployees, other than admnistrators or

enpl oyees descri bed by Subdivision (1); and

(3) the product of $250 nultiplied by the nunber of

part-tine district enployees [an—-apunt—egual—to0-80—percent—of

: I ol I | : g I .
42.302] .
SECTION 1B. 17. Section 42.2515(a), Education Code, is

anended to read as foll ows:

(a) For each school year, a school district[—+hreluding—a
hool_di . I : I . neliaible f  d I
this—chapter] is entitled to state aid in an amunt equal to

the amount of all tax credits credited agai nst ad val orem t axes
of the district in that year under Subchapter D, Chapter 313,
Tax Code.

SECTI ON 1B.18. The heading to Section 42.252, Education
Code, is anended to read as foll ows:

Sec. 42.252. LOCAL SHARE OF BASIC PROGRAM COST [{¥-ER
ONE}] .

SECTI ON 1B. 19. Section 42.252, Education Code, is amended
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by amendi ng Subsections (a) and (d) and addi ng Subsection (a-1)
to read as foll ows:

(a) Each school district's share of the basic program under

t he Foundation School Program is determ ned by the follow ng
formul a:
LFA = TR X DPV
wher e:
"LFA" is the school district's |ocal share;
"TR" is a tax rate which for each hundred dollars of

valuation is, except as provided by Subsection (a-1), an adopted

[ effeetive] tax rate of $0.25 [$6-86]; and

"DPV' is the taxable value of property in the school
district for the preceding tax year determ ned under Subchapter
M Chapter 403, Governnent Code.

(a-1) |If the comm ssioner determ nes that a school district

can generate tax revenue in an anount equal to the anpunt of the

district's basic program entitlenent under this chapter at an

adopted tax rate |l ess than $0.25 for each $100 of taxable val ue

of property, the rate deternm ned by the conm ssioner is the tax

rate ("TR') described by Subsection (a) for purposes of

determining the district's share of the Foundation School

Program If the district adopts a tax rate greater than the

rate determ ned by the conmm ssioner, the district's perm ssible

enrichnent tax rate under Section 42.303 is reduced one cent for

each cent by which the rate adopted by the district exceeds the

rate deternm ned by the conm ssioner. |If the district adopts a

tax rate less than the rate determ ned by the conm ssioner, the
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amount of the district's basic program entitlement under this

chapter is reduced by four percent for each cent by which the

rate determ ned by the conmm ssioner exceeds the rate adopted by

the district.

(d) A school district nmust raise its total |ocal share of
t he Foundation School Program to be eligible to receive

foundati on school fund paynents. |If the district adopts a tax

rate less than the rate sufficient to raise its total | ocal

share, the ampunt of the district's basic program entitlenent

under this chapter is reduced by four percent for each cent by

which the rate sufficient to raise its total | ocal share exceeds

the rate adopted by the district.

SECTI ON 1B. 20. Section 42.2521(a), Education Code, is
amended to read as foll ows:

(a) For purposes of Chapter [Chapters—4t—-and] 46 and this
chapter, and to the extent noney specifically authorized to be
used under this section is available, the conm ssioner shal
adj ust the taxable value of property in a school district that,
due to factors beyond the control of the board of trustees,
experiences a rapid decline in the tax base used in calcul ating
t axabl e values in excess of four percent of the tax base used in
t he precedi ng year.

SECTI ON 1B. 21. Section 42.253, Education Code, is anended
by anendi ng Subsections (a) and (g)-(i) and addi ng Subsecti ons
(e-2) and (m to read as foll ows:

(a) For each school year the comm ssioner shall determ ne:

(1) the amount of noney to which a school district is
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entitled under Subchapters B and C,

(2) the amount of noney to which a school district is
entitled under Subchapter F;

(3) the anpbunt of noney allocated to the district from
t he avail abl e school fund;

(4) the amount of each district's basic program[t-er

oene] | ocal share under Section 42.252; and

(5) the amount of each district's enrichnment program

[ —er—two] | ocal revenue [share] under Section 42.302.

(e-2) For the 2006-2007 school year, the |limt authorized

by Subsection (e) is an ampunt equal to the sum of the rate

descri bed by Section 42.252 and the rate descri bed by Section

42.303(c)(1). This subsection expires Septenber 1, 2007.

(g) |If a school district denonstrates to the satisfaction
of the comm ssioner that the estimte of the district's tax
rate, student enrollnent, or taxable value of property used in
determ ning the amount of state funds to which the district is
entitled are so inaccurate as to result in undue financial
hardship to the district, the comm ssioner may adjust funding to

that district in that school year to the extent that funds are

avai lable for that year[—+neluding—Ffunds—in—thereserve
account—Funds i n-the reserveaccount—ay—not—be used under-

i I . o : o | I w
puposes o Subsection{H)| .

(h) If the total anmount appropriated for a year for the

basic programis |ess than the anpbunt of nobney to which school

districts are entitled for that year [legistature fails during
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vhder—Subseetion—{{)|, the comm ssioner shall reduce the total

amount of basic program funds and enrichnment program [state]

funds allocated to each district proportionately [by—an-arpunt

totaltevy equalto the total reduection]. The follow ng fisca

year, a district's entitlenment under this section is increased

by an anmount equal to the reduction made under this subsection.

(i) Not later than March 1 each year, the conm ssioner
shal |l determ ne the actual ampunt of state funds to which each
school district is entitled under [the—allocationtformias—in]
this chapter for the current school year and shall conpare that
anount with the anmount of the warrants issued to each district
for that year. |If the anount of the warrants differs fromthe
anount to which a district is entitled because of variations in
the district's tax rate, student enrollnent, or taxable value of
property, the comm ssioner shall adjust the district's
entitlement for the next fiscal year accordingly.

(m Paynents fromthe foundation school fund to each schoo

district shall be made as foll ows:

(1) 15 percent of the yearly entitlenent of the

district shall be paid in an installnent to be nade on or before

the 25th day of Septenber of a fiscal year;
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(2) 80 percent of the yearly entitlenent of the

district shall be paid in eight equal installnents to be nade on

or before the 25th day of October, Novenber, Decenber, January,

March, My, June, and July; and

(3) five percent of the yearly entitlenment of the

district shall be paid in an installnment to be nade after the

fifth day of September and not l|later than the 10th day of

Sept enber of the cal endar year follow ng the cal endar year of

t he paynent nade under Subdivision (1).

SECTI ON 1B. 22. Sections 42.2531(a)-(c), Education Code, are
amended to read as foll ows:
(a) The conmm ssioner nmay nake adjustnents to anounts due to

a school district under this chapter or Chapter 46, [er—to

: i . | PN .
of Chapter—41,-] as provided by this section

(b) A school district that has a mjor taxpayer, as
determ ned by the comm ssioner, that because of a protest of the
valuation of the taxpayer's property fails to pay all or a
portion of the ad valoremtaxes due to the district nay apply to
the conm ssioner to have the district's taxable value of
property or ad valoremtax collections adjusted for purposes of
this chapter or Chapter [431—e+] 46. The comm ssioner may nake
the adjustnent only to the extent the comm ssioner determ nes
t hat making the adjustnment will not:

(1) in the fiscal year in which the adjustnment is
made, cause the ampbunt to which school districts are entitled
under this chapter to exceed the anount appropriated for
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pur poses of the Foundation School Program for that year; and

(2) if the adjustnment is made in the first year of a
state fiscal biennium cause the amunt to which schoo
districts are entitled under this chapter for the second year of
the bienniumto exceed the anpunt appropriated for purposes of
t he Foundation School Program for that year.

(c) The comm ssioner shall recover the benefit of any
adjustnment made under this section by making offsetting
adjustnments in the school district's taxable value of property
or ad valorem tax collections for purposes of this chapter or
Chapter [4%3—-o+] 46 on a final determ nation of the taxable val ue
of property that was the basis of the original adjustnment, or in
the second school year following the year in which the
adj ustnment i s made, whichever is earlier.

SECTI ON 1B. 23. Subchapter E, Chapter 42, Education Code, is
anended by adding Sections 42.2541 and 42.2542 to read as
fol |l ows:

Sec. 42.2541. ADDI TIONAL TRANSITIONAL AID. (a) In this

section, "weighted average daily attendance” has the meaning

assi gned by Section 42.302.

(b) Notwi thstandi ng Section 42.253, a school district is

entitled to the ampunt of state revenue necessary to nmmintain

state and | ocal revenue in an anount equal to the sum of

(1) the anmpbunt of state and | ocal revenue per student

in weighted average daily attendance for nmintenance and

operation of the district that the district received for the

2005- 2006 school year; and
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(2) an anpunt equal to $135 per student in average

daily attendance.

(c) The comm ssioner nmay increase the ampunt to which a

school district is entitled under Subsection (b) as the

conmm ssi oner determ nes necessary.

(d) The comm ssioner shall:

(1) conpute and publish the anpunt of state and | oca

revenue per student in weighted average daily attendance to

which a district is entitled under Subsection (b) for the 2006-

2007 school year; and

(2) use that anount per student in wei ghted average

daily attendance in determ ning the anbunt to which a district

is entitled under this section in subsequent school years.

(e) The commi ssioner shall deternm ne the ampbunt of state

funds to which a school district is entitled under this section,

including the anpunt per student in weighted average daily

attendance, and shall make that determ nation available to the

Legi sl ative Budget Board. The conm ssioner's determ nation is

final and may not be appeal ed.

Sec. 42.2542. TEMPORARY LIMTATIONS ON AlD. (a)

Not wi t hstanding any other provision of this subtitle, the

comm ssi oner shall withhold froma school district the anpunt of

state funds necessary to ensure that the district does not

receive an anount of state and |ocal revenue per student in

wei ghted average daily attendance that is greater than the

followi ng percentage of the ampunt to which the district is

entitled under Section 42.2541(b)(1):
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(1) 108 percent for the 2006-2007 school year;

(2) 116 percent for the 2007-2008 school year; and

(3) 124 percent for the 2008-2009 school year.

(b) The commi ssi oner shall detern ne the ampbunt of state

funds required to be wthheld under this section. The

comm ssioner's determnation is final and nay not be appeal ed.

(c) Any amount to which a school district is entitled under

Subchapter F is not included in determ ning the ampunt that a

district may receive under this section.

(d) This section expires Septenmber 1, 20009.

SECTI ON 1B. 24. Chapter 42, Education Code, is anended by
addi ng Subchapter F to read as foll ows:

SUBCHAPTER F.  ENRI CHMENT PROGRAM

Sec. 42.301. PURPGCSE. The purpose of the enrichnment

programis to provide each school district with the opportunity

to suppl enent the basic programat a |level of its own choice.

An allotnment under this subchapter may be used for any | eqgal

pur pose other than capital outlay or debt service.

Sec. 42.302. ALLOTMENT. (a) |In this section, "weal th per

student" neans a school district's taxable value of property as

determ ned under Subchapter M Chapter 403, Governnent Code,

di vided by the nunmber of students in weighted average daily

attendance in the district.

(b) Each school district is guaranteed a specified anpbunt

per student in state and |ocal funds for each cent of enrichnent

tax effort up to the maxi num | evel specified in this subchapter.

The anpunt of state support is determ ned by the fornmul a:
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EGYA = (EGL X WADA X DETR X 100) - LR

wher e:

"EGYA" is the guaranteed yield anpbunt of state enrichnment

funds to be allocated to the district;

"EGL" is the dollar anmount guaranteed | evel of state and

| ocal funds per student per cent of tax effort, which is the

amount of district enrichment tax revenue per cent of tax effort

available to a school district at the 94th percentile in wealth

per student, as determ ned by the conm ssioner;

"WADA" is the number of students in weighted average daily

attendance, which is conmputed by dividing the sum of the school

district's allotnments under Subchapters B and C, |ess any

allotnent to the district for transportation, any allotnent to

the district under Section 42.158, and 50 percent of the

adj ust ment under Section 42.102, by the accreditation all otnment

for the applicabl e year;

"DETR" is the district enrichnment tax rate of the schoo

district, which is deternm ned by dividing the total anmpunt of

enrichnent taxes collected by the school district for the

applicable school year by the district's taxable value of

property for the preceding year as determ ned under Subchapter

M Chapter 403, Governnent Code, divided by 100; and

"LR" is the |ocal revenue, which 1is deternm ned by

mul tiplying "DETR' by the quotient of the district's taxable

val ue of property for the preceding year as determ ned under

Subchapter M Chapter 403, Governnment Code.

(c) The percentile in wealth per student described by
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Subsection (b) for purposes of determ ning the dollar anmount

guaranteed | evel of state and | ocal funds per student per cent

of tax effort ("EG") applies beginning with the 2010-2011

school year. For the 2006-2007 through 2009-2010 school years,

EGL is determ ned as foll ows:

(1) for the 2006-2007 school year, EGL is determ ned

using the 90th percentile in wealth per student;

(2) for the 2007-2008 school year, EGL is determ ned

using the 91st percentile in wealth per student;

(3) for the 2008-2009 school year, EGL is determ ned

using the 92nd percentile in wealth per student; and

(4) for the 2009-2010 school year, EG is determ ned

using the 93rd percentile in wealth per student.

(d) This subsection and Subsection (c) expire Septenber 1,

2010.

Sec. 42.303. ENRI CHVENT TAX. (a) Subject to Section

42.304, the board of trustees of a school district nmay i npose an

annual ad valoremtax for the further mai ntenance of the public

schools in the district.

(b) Except as provided by Section 42.252(a-1), the district

enrichnent tax rate may not exceed $0.15 for each $100 of

t axabl e val ue of property.

(c) Notw thstandi ng Subsection (b) but subject to Sections

42.252(a-1) and 42.306:

(1) for the 2006 tax year, the district enrichnment tax

rate may not exceed $0.05 for each $100 of taxable value of

property; and
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(2) for the 2007 and 2008 tax years, the district

enrichnment tax rate may not exceed $0.10 for each $100 of

t axabl e val ue of property.

(d) This subsection and Subsection (c) expire January 1,

20009.

Sec. 42.304. ENRICHMENT TAX ELECTI ON. (a) Except as

provi ded by Section 42.306, a school district nmay not inpose an

enri chnent tax under Section 42.303 unless authorized by a

majority of the qualified voters of the district voting at an

el ection held for that purpose.

(b) A proposition submtted to authorize the inposition of

an enrichnment tax nust include the question of whether the board

of trustees nay i npose annual ad val orem taxes for the further

enri chnent of public schools at a rate not to exceed the rate

stated in the proposition.

(c) Adistrict may tax at a rate below the rate authorized

in an election under this section and does not need additi onal

authority to increase the rate up to the rate authorized in the

el ecti on.

Sec. 42.305. COVPUTATI ON OF ENRI CHVENT Al D FOR DI STRI CT ON

M LI TARY RESERVATI ON OR AT STATE SCHOOL. The anmpunt to which a

school district is entitled under this subchapter in a schoo

district located on a federal mlitary installation or at Muody

State School is conputed using the average district enrichment

tax rate and property value per student of school districts in

t he county, as determ ned by the conm ssioner.

Sec. 42.306. ENRICHMENT TAX AVAI LABLE TO CERTAI N DI STRI CTS
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W THOUT ELECTION. (a) To the extent consistent with Subsection

(b), if a school district's maintenance and operations tax rate

for the 2004 tax year exceeded a rate of $1.50 for each $100 of

t axabl e val ue of property, the district is entitled to i npose an

ad val orem tax under Section 42.303 wi thout hol ding an el ection

under Section 42.304.

(b) The enrichnent tax authorized by this section nay not

exceed a rate equal to the | esser of:

(1) $0.15 for each $100 of taxable val ue of property;

(2) arate equal to the anmount by which the district's

mai nt enance and operations tax rate for the 2004 tax year

exceeded a rate of $1.50 for each $100 of taxable value of

property.

(c) The portion of an enrichnent tax inposed by a school

district under this section that exceeds the rate permtted by

Subsection (b) is subject to voter approval under Section

42. 304.

(d) The portion of an enrichnent tax inposed by a school

district under this section that exceeds the rate permtted by

Subsection (b) is subject to the limts of Section 42.303(c).

Thi s subsection expires January 1, 2009.

SECTI ON 1B. 25. Section 45.003(d), Education Code, is
anended to read as foll ows:

(d) A proposition submtted to authorize the |evy of
mai nt enance taxes nust include the question of whether the
governing board or comm ssioners court may |evy, assess, and
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col l ect annual ad valorem taxes for the further maintenance of
public schools, at a rate not to exceed the rate, which may be
not nore than $0.25 [$1-508] on the $100 valuation of taxable
property in the district, stated in the proposition.

SECTI ON 1B. 26. This part applies beginning with the 2006-
2007 school vyear.

PART C. SCHOOL FACILITIES

SECTION 1C. 01. Subchapter C, Chapter 45, Education Code, is

amended by addi ng Section 45.0561 to read as foll ows:

Sec. 45.0561. PRIORITY FOR CERTAI N BONDS. (a) I n

determi ning which bonds to approve for guarantee under this

subchapter, the conmm ssioner shall give priority to a school

district that has had bonds refunded and defeased under

Subchapter D, Chapter 46.

(b) The comm ssioner nay adopt rules to admnister this

section.

SECTI ON 1C. 02. Section 46.033, Education Code, is amended
to read as foll ows:

Sec. 46.033. ELIG BLE BONDS. Bonds, including bonds issued
under Section 45.006, are eligible to be paid with state and
| ocal funds under this subchapter if:

(1) the district nade paynents on the bonds during the
2004- 2005 [20082-2003] school year or taxes levied to pay the
principal of and interest on the bonds were included in the
district's audited debt service collections for that school
year; and

(2) the district does not receive state assistance
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under Subchapter A for paynment of the principal and interest on
t he bonds.

SECTION 1C. 03. Section 46.034(c), Educati on Code,
is amended to read as follows:

(c) If the amount required to pay the principal of and
interest on eligible bonds in a school year is |less than the
anmount of paynents made by the district on the bonds during the
2004- 2005 [ 2002-2003] school year or the district's audited debt
service collections for that school year, the district my not
receive aid in excess of the ampunt that, when added to the
district's local revenue for the school year, equals the anount
required to pay the principal of and interest on the bonds.

ARTI CLE 2. EDUCATI ON EXCELLENCE
PART A. EDUCATI ON EMPLOYEES

SECTI ON 2A.01. Section 11.201, Education Code, is amended

by addi ng Subsection (e) to read as foll ows:

(e) A superintendent nay not receive any financial benefit

for personal services perfornmed by the superintendent for any

busi ness entity that conducts business with or solicits business

fromthe school district. Any financial benefit received by the

superi ntendent for perform ng personal services for any other

entity nust be approved by the board of trustees on a case-by-

case basis in an open neeting.

SECTI ON 2A. 02. Subchapter E, Chapter 11, Education Code, is
amended by addi ng Section 11.203 to read as foll ows:

Sec. 11.203. SCHOOL LEADERSHI P Pl LOT PROGRAM FOR

PRI NCI PALS. (a) The agency shall devel op and operate a schoo
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| eadership pilot programfor principals in accordance with this

secti on.

(b) The agency shall operate the program in cooperation

with a nonprofit organization with national experience in

devel opi ng best practices to i nprove | eadership skills, student

achi evenent, student graduation rates, and teacher retention.

(c) The agency shall consult appropriate departnents at

institutions of higher education to devel op program course work

t hat focuses on nmanagenent and busi ness training.

(d) A principal or a person interested in becomng a

principal nay apply for participation in the program in a form

and manner determ ned by the conm ssioner.

(e) A principal of a canmpus r at ed acadenically

unacceptable, as well as any person enployed to replace that

principal, shall participate in the program and conplete the

program requirenents not later than a date determ ned by the

conm Ssi oner.

(f) To pay the costs of adm nistering the program the

conmm ssioner shall retain a portion of the total anpunt of funds

all otted under Section 42.152 that the conmm ssioner considers

appropriate to finance activities under this section and shal

reduce each district's basic program all ot nent proportionately.

(g) To inplenent and adnini ster the program t he

conm ssi oner may accept grants, gifts, and donations from public

and private entities.

(h) The comm ssioner may adopt rules necessary to

adm nister this section.
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(i) This section expires Septenber 1, 2010.

SECTI ON 2A. 03. Section 21.045, Education Code, is amended
by anmendi ng Subsections (a) and (b) and adding Subsection (e) to
read as foll ows:

(a) The board shall propose rules establishing standards to
govern the approval and continuing accountability of all
educator preparation prograns based on information that is
di saggregated with respect to sex and ethnicity and that
i ncl udes:

(1) results of the certification exan nations
prescri bed under Section 21.048(a); [and]

(2) performance based on the appraisal system for
begi nni ng teachers adopted by the board;

(3) performance of students taught by beginning

teachers, as determned on the basis of annual individual

student growth in achi evenent, as neasured under Section 39. 034,

and any ot her factor considered appropriate by the board; and

(4) retention rates of beginning teachers in the

pr of essi on.

(b) Each educator preparation program shall submt data
elements as required by the board for an annual performance
report to ensure access and equity. At a mninmum the annua
report must contain the performance data from Subsection (a),

other than the data required for purposes of Subsection (a)(3),

and the following information, disaggregated by sex and
ethnicity:
(1) the nunmber of candi dates who apply;
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(2) the nunber of candi dates adm tted;

(3) the nunmber of candi dates retained,;

(4) the nunber of candi dates conpleting the program

(5) the nunber of candidates enployed in the
profession after conpleting the program and

(6) the nunber of candidates retained in the
pr of essi on.

(e) The agency shall annually submt student perfornmance

data to the board for purposes of Subsection (a)(3). The agency

shall provide the data to the board in a manner that protects

t he nanmes of individual students and otherw se conplies with the

confidentiality requirenents prescribed by Section 39.030.

SECTI ON 2A.04. Section 21.104(a), Education Code, is
amended to read as foll ows:

(a) A teacher enployed under a probationary contract may be
di scharged at any tine for:

(1) good cause as determ ned by the board of trustees;

(2) a financial exigency that requires a reduction in

per sonnel [ —good——cause—beingthe faillure to reet the accepted

state].
SECTI ON 2A. 05. Subchapter C, Chapter 21, Education Code, is
amended by addi ng Section 21.1041 to read as follows:

Sec. 21.1041. HEARING FOR CERTAIN DI SCHARGES UNDER

PROBATI ONARY CONTRACT. (a) |If the board of trustees proposes
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to discharge a teacher under Section 21.104(a)(2), the board

shall give witten notice of the proposed action to the teacher.

(b) |If the teacher desires a hearing after receiving notice

of the proposed di scharge, the teacher shall notify the board of

trustees in witing, not later than the 15th day after the date

the teacher receives the notice of the proposed action. The

board shall provide for a hearing to be held not |ater than the

15th day after the date the board receives the request for a

heari ng unless the parties agree in witing to a different date.

The hearing nust be closed unl ess the teacher requests an open

hearing. The hearing nust be conducted in accordance with rules

adopted by the board. At the hearing, the teacher may:

(1) be represented by a representative of the

teacher's choi ce;

(2) hear the evidence supporting the reason for the

di schar ge;

(3) cross-exam ne adverse w tnesses; and

(4) present evidence.

(c) After a hearing held under Subsection (b), the board of

trustees shall:

(1) take the appropriate action to discharge the

teacher or allow the teacher to conplete the probationary

contract term and

(2) notify the teacher in witing of its decision not

| ater than the 15th day after the date of the hearing.

(d) If the teacher does not request a hearing under

Subsection (b), the board of trustees shall take the appropriate
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action to discharge the teacher and shall notify the teacher in

witing of that action not later than the 30th day after the

date the notice of proposed discharge for a financial exigency

that requires a reduction in personnel was sent to the teacher.

SECTI ON 2A. 06. Subchapter E, Chapter 21, Education Code, is
anended by addi ng Section 21.2111 to read as foll ows:

Sec. 21.2111. HEARING FOR CERTAI N DI SCHARGES UNDER TERM

CONTRACT. (a) |If the board of trustees proposes to discharge a

t eacher under Section 21.211(a)(2), the board shall give witten

notice of the proposed action to the teacher.

(b) |If the teacher desires a hearing after receiving notice

of the proposed di scharge, the teacher shall notify the board of

trustees in witing, not later than the 15th day after the date

t he teacher receives the notice of the proposed action. The

board shall provide for a hearing to be held not later than the

15th day after the date the board receives the request for a

heari ng unless the parties agree in witing to a different date.

The hearing nust be closed unl ess the teacher requests an open

hearing. The hearing nust be conducted in accordance with rules

adopted by the board. At the hearing, the teacher may:

(1) be represented by a representative of the

teacher's choi ce;

(2) hear the evidence supporting the reason for the

di schar ge;

(3) cross-exam ne adverse w tnesses; and

(4) present evidence.

(c) After the hearing, the board of trustees shall:
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(1) take the appropriate action to discharge the

teacher or allow the teacher to conplete the current contract

term and

(2) notify the teacher in witing of its decision not

| ater than the 15th day after the date of the hearing.

(d) If the teacher does not request a hearing under

Subsection (b), the board of trustees shall take the appropriate

action to discharge the teacher and shall notify the teacher in

witing of that action not later than the 30th day after the

date the notice of proposed discharge for a financial exigency

that requires a reduction in personnel was sent to the teacher.

SECTI ON 2A.07. Section 21.251, Education Code, is amended
to read as foll ows:

Sec. 21.251. APPLICABILITY. (a) This subchapter applies
if a teacher requests a hearing after receiving notice of the
proposed deci sion to:

(1) termnate the teacher's continuing contract at any
tinme;

(2) except as provided by Subsection (b)(3), termnate

the teacher's probationary or term contract before the end of
the contract period; or

(3) suspend the teacher w thout pay.

(b) This subchapter does not apply to:

(1) a decision to termnate a teacher's enpl oynent at
the end of a probationary contract; [e+]

(2) a decision not to renew a teacher's termcontract,
unl ess the board of trustees of the enploying district has
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decided to use the process prescribed by this subchapter for
t hat purpose; or

(3) a decision to termnate a teacher's probationary

contract or termcontract before the end of the contract period

for a financial exigency that requires a reduction in personnel.

SECTI ON 2A.08. Section 21.301(a), Education Code, is
amended to read as follows:

(a) Not later than the 20th day after the date the board of
trustees or board subcomm ttee announces its decision under
Section 21.259, [er] the board advises the teacher of its
decision not to renew the teacher's contract under Section

21.208, or the board advises the teacher of its decision to

terminate the teacher's probationary contract under Section

21.1041(c) or (d) or termcontract under Section 21.2111(c) or

(d), the teacher may appeal the decision by filing a petition
for reviewwith the comm ssioner.

SECTI ON 2A.09. Section 21.303(a), Education Code, is
anmended to read as foll ows:

(a) If the board of trustees decided not to renew a

teacher's term contract or decided to term nate a teacher's

probati onary contract under Section 21.1041(c) or (d) or term

contract under Section 21.2111(c) or (d), the commi ssioner may

not substitute the conmm ssioner's judgnent for that of the board
of trustees unless the decision was arbitrary, capricious, or
unl awful or is not supported by substantial evidence.

SECTI ON 2A.10. Section 21.402, Education Code, is amended
by anmendi ng Subsections (a), (c), and (d) and addi ng Subsecti ons

Page -47 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

(c-1) and (c-2) to read as follows:

(a) Except as provided by Subsection (d), (e), or (f), a
school district nust pay each classroom teacher, full-tine
l'ibrarian, full-time counselor certified under Subchapter B, or
full-time school nurse not |ess than the m ni mum nonthly sal ary,
based on the enployee's | evel of experience, determ ned by the
follow ng fornul a:

MS = SF x AA [ES]

"MS" is the m ninmum nonthly sal ary;
"SF" is the applicable salary factor specified by Subsection
(c); and

"AA" is the accreditation allotnment under Section 42.101

(c) The salary factors per step are as follows:

Year s 0 1 2
Experience
Sal ary Fact or . 6451 . 6584 . 6719

[ -5656] [ -5790] [ —5924]
Year s 3 4 5
Experience
Sal ary Fact or . 6851 . 7133 . 7414
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Year s 8
Experi ence
Sal ary Factor . 7695 . 7958 . 8205

[ —6906] [ —+168] [ —+416]
Year s 9 10 11
Experi ence
Sal ary Factor . 8440 . 8658 . 8870

[ —#651%] [ —8#2] [ —8082]
Year s 12 13 14
Experi ence
Sal ary Factor . 9067 . 9251 . 9430

[ 8281 [ —8467] [ —8645]
Year s 15 16 17
Experi ence
Sal ary Factor . 9595 . 9753 . 9902

[ 8841] [ —8940] [ —9319]
Year s 18 19 20 and over
Experi ence
Sal ary Factor 1.004 1.018 1.030

[ 9260] [ 9394 [ —9520]

(c-1) Notw thstandi ng Subsection (a), for the 2006-2007

school year, a classroomteacher, full-tine librarian, full-tinme

counsel or certified under Subchapter B, or full-time school

nurse is entitled to a nonthly salary that is at | east equal to

t he sum of:

(1) the nonthly salary the enployee would have

received for the 2005-2006 school year under the district's

sal ary schedul e for the 2004- 2005 school year, if that schedul e

had been in effect for the 2005-2006 school year, including any

| ocal supplement and any nobney representing a career | adder

suppl enent the enployee would have received in the 2005-2006

school year; and

(2)  $350.

(c-2) Subsections (c) and (c-1) apply beginning with the

2006-2007 school year, but only if the constitutional anendnment

proposed by .J. R No. , 79th Legislature, Regul ar Session,
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2005, is approved by the voters and H B. No. 3, Acts of the 79th

Legi sl ature, Regul ar Session, 2005, takes effect immediately.

As necessary, for the 2005-2006 and 2006- 2007 school years, the

conmm ssi oner shall conpute salary factors under Subsection (c)

and amounts under Subsection (c-1)(2) to reflect the foll ow ng

nmonthly salary increases, relative to the precedi ng school year,

for those enpl oyees:

(1) for the 2005-2006 school year:

(A if HB. No. 3, Acts of the 79th Leqgi sl ature,

Regul ar Sessi on, 2005, does not take effect inmmediately, $150;

and

(B) if HB. No. 3, Acts of the 79th Legislature,

Regul ar Sessi on, 2005, takes effect imediately, $200; and

(2) for the 2006-2007 school year

(A if the constitutional amendnment proposed by

.J. R No. , 79th Legislature, Regular Session, 2005, is

approved by the voters, $150; and

(B) if the constitutional amendnent proposed by

.J. R No. , 79th Legislature, Regular Session, 2005, is

not approved by the voters, those enpl oyees are not entitled to

an additional salary increase.

(d) A classroom teacher, full-tinme librarian, full-tinme
counselor certified under Subchapter B, or full-tinme school
nurse enployed by a school district in the 2006- 2007 [ 2000-2001]
school year is, as long as the enployee is enployed by the sane
district, entitled to a salary that is at |east equal to the
salary the enployee received for the 2006-2007 |[2000-2001]
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school year
SECTI ON 2A. 11. Subchapter J, Chapter 21, Education Code, is
amended by addi ng Section 21.458 to read as foll ows:

Sec. 21.458. MENTORS. (a) Each school district nay assign

a nmentor teacher to each classroomteacher who has |l ess than two

years of teaching experience if the nmentor:

(1) teaches in the sane school

(2) to the extent practicable, teaches the sane

subj ect or grade |evel, as applicable; and

(3) neets t he qualifications prescri bed by

conmm ssi oner rul es adopted under Subsection (b).

(b) The conmmissioner shall adopt rules necessary to

adm nister this section, including rules concerning the duties

and qualifications of a teacher who serves as a nentor. The

rul es concerning qualifications nust require that to serve as a

nentor a teacher nust:

(1) <conplete a research-based nentor and induction

trai ni ng program approved by the conm ssi oner;

(2) conplete a nentor training program provided by the

district; and

(3) have at |least three conplete years of teaching

experience with a proven record of assisting students, as a

whol e, in achieving growth in perfornance.

(c) The conmm ssioner shall devel op proposed rul es under

Subsection (b) by negotiated rul enaking as provi ded by Chapter

2008, Gover nnent Code.

(d) Fromthe funds appropriated to the agency for purposes
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of this section, the comm ssioner shall adopt rul es and provide

funding to school districts that assign nentor teachers under

this section. Funding provided to districts wunder this

subsection nmay be used only for providing:

(1) nentor teacher stipends;

(2) scheduled tine for nentor teachers to provide

mentoring to assigned classroomteachers; and

(3) nentoring support through providers of nentor

training.
(e) In adopting rules under Subsection (d), t he
conmm ssioner shall rely on research-based nentoring prograns

t hat, through external evaluation, have denonstrated success.

SECTI ON 2A.12. Chapter 21, Education Code, is anended by
addi ng Subchapter N to read as foll ows:

SUBCHAPTER N. EDUCATOR EXCELLENCE | NCENTI VE PROGRAM

Sec. 21.651. EDUCATOR EXCELLENCE | NCENTIVE PROGRAM (&)

The conm ssi oner shal | establish an educator excel | ence

incentive program under which school districts, in accordance

with locally devel oped plans approved by the comm ssioner,

provide incentive paynents to enployees whose students

denmonstrate successful annual individual student growth in

achi evenent .

(b) From funds appropriated for the purpose of this

subchapter, the conmmi ssi oner shall award incentive paynents to

each school district with a local incentive plan approved by the

commi Ssi oner . The conmm ssioner shall distribute the incentive

paynments each year to a qualifying school district on the basis
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of the district's actual average daily attendance for the

precedi ng school year. The total anopunt of incentive paynents

made to school districts from funds appropriated for the

incentive program under this subchapter may not exceed $100

mllion each fiscal year

(b-1) The commi ssioner may not award i ncentive paynents to

school districts under this subchapter before the 2006-2007

school year. This subsection expires Septenber 1, 2007.

(c) Except as provided by Subsections (d) and (e), each

year a school district shall use funds received by the district

under this subchapter to provide canpus-based incentive paynments

in accordance with this subchapter.

(d) A school district wiwth an enrollnent of | ess than 1,600

may use all of the funds received under this subchapter to

provi de stipends under Subsection (e).

(e) A school district nay use an ampunt not to exceed 50

percent of the funds received under this subchapter to provide

sti pends to:

(1) teachers who are certified in a curriculum subject

area in which the district is experiencing a shortage of

qualified teachers, as determ ned by the comm ssioner; and

(2) teachers who are assignhed, during the first three

years of the assignnent, to a canpus that is difficult to staff,

according to standards established by the board of trustees of

the district, including a rural or academ cally unacceptable
canpus.
(f) The conmi ssioner shall adopt rules necessary to
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i npl enent this subchapter. In adopting rules, the comm ssioner

shal | :

(1) include criteria and guidelines for evaluating

| ocal incentive plans; and

(2) encourage local flexibility in designing |ocal

incentive plans that pronote student achi evenent.

Sec. 21.652. M N MUM CRI TERI A FOR LOCAL | NCENTI VE PLANS.

(a) A school district shall develop a | ocal incentive plan for

rewardi ng successful annual individual student growth in

achievenent in the district and subnmt the plan to the

conmm ssi oner for approval.

(b) A local incentive plan nust be designed to reward

canpuses.

(c) The prinmary criteria for naking incentive paynments to

empl oyees under a local incentive plan nust be based on

obj ective neasures of student achi evenent, including a neasure

of annual individual student growh in achi evemrent under Section

39.034, and the plan nust provide for incentive paynments to be

awar ded on the basis of high achievenent, increnmental growh in

achi evenent, or both. A local incentive plan may al so consi der

other indicators of enployee performance, such as teacher

eval uati ons conducted by principals or parents.

(d) A local incentive plan nust:

(1) be devel oped through a process that includes

participation of classroomteachers in the school district; and

(2) be approved by the district-|level planning and

deci si on-naki ng comm ttee.

Page -54 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

(e) The canpus-I|evel planning and deci si on-naking commttee

shall determ ne the appropriate distribution of funds received

by a canpus under this subchapter.

Sec. 21.653. EMPLOYMENT CONTRACTS. (a) A school district

shall provide in enployment contracts that qualifying enpl oyees

may receive an incentive paynent under the | ocal incentive plan.

(b) The school district shall indicate that any incentive

paynent distributed is considered a bonus for performance and

not an entitlenent as part of an enpl oyee's sal ary.

Sec. 21.654. DECI SI ON REGARDI NG | NCENTI VE PAYMENTS. A

decision in providing an incentive paynent wunder a | ocal

i ncentive plan approved under this subchapter is final and may

not be appeal ed.

SECTI ON 2A. 13. Effective Septenber 1, 2006, Subchapter A,
Chapter 22, Education Code, is anended by adding Section 22.007
to read as follows:

Sec. 22.007. WAGE | NCREASE FOR CERTAI N EMPLOYEES. (a)

Usi ng state funds received by the district for that purpose, a

school district each school vyear shall pay each full-tine

district enployee, other than an adm nistrator or an enpl oyee

subject to the m nimum sal ary schedul e under Section 21.402, an

anpunt at | east equal to $500.

(b) Using state funds received by the district for that

pur pose, a school district each school year shall pay each part-

time district enployee, other than an adm nistrator, an anount

at |l east equal to $250.

(c) A payment under this section is in addition to wages
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the district would otherwi se pay the enpl oyee during the school

ear.

SECTI ON 2A. 14. Effective Septenber 1, 2006, Subchapter D
Chapt er 54, Education Code, is anended by adding Section 54.220
to read as foll ows:

Sec. 54.220. CH LDREN OF CLASSROOM TEACHERS. (a) In this

secti on:

(1) "Child" neans a child of any age, including an

adult child. The termincludes an adopted chil d.

(2) "Classroom teacher” has the neani ng assi gned by

Section 5.001.

(b) For purposes of this section, a person is another

person's child if the other person is the person's natural or

adoptive parent, nanagi ng or possessory conservator, or |ega

guar di an.

(c) The governing board of an institution of higher

education shall exempt fromthe payment of tuition or fromthe

paynent of required fees for an acadenic year an eligible

under graduate student who is a child of an eligible classroom

teacher and is designated by the classroom teacher to receive

t he exenption.

(d) A classroom teacher is eligible to designate the

teacher's child to receive an exenmption under this section for

an academ c year if, at the beginning of the acadeni c year, the

teacher is enmployed full-tine as a classroomteacher by a school

district in this state and nai ntains that enploynent throughout

t he school year that corresponds to the acadenic year.

Page -56 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

(e) An undergraduate student is eligible for an exenption

for an acadenic year under this section only if the student is a

resident of this state for purposes of Subchapter B or is

otherwi se entitled to pay tuition and fees at the rate provided

for residents of this state. A student who receives an

exenption for an initial academc period is eligible for an

exenption for a subsequent academ c period only if the student

has earned an overall grade point average of at least 2.5 on a

four-point scale or the equivalent on course work previously

attenpted at institutions of higher education.

(f) On the conpletion of a classroomteacher's 15th year of

servi ce, the teacher earns either an exenption fromthe paynent

of tuition or an exenption fromthe paynent of required fees for

one acadenic year for the benefit of one child. For each year

of service that exceeds 15 years, the classroomteacher earns an

additional tuition exenption or an additional fee exenption for

one academ c year for the benefit of one child. The classroom

teacher nay elect the type of exenption the child nay receive

under this section at the tinme the teacher designates the child

to receive the exenption. The exenption earned by a classroom

t eacher for one year of service nay be used for the benefit of

only one child. Years of service as a classroomteacher are not

required to be consecutive. A classroom teacher may not

designate a child to receive an exenption under this section for

an acadeni ¢ year unless the teacher's nost recent five years of

service were in this state.

(g) A classroomteacher with at |east 19 years of service
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may elect to use any earned but unused exenptions toward the

paynent of both the tuition and the required fees of one child

during an acadenic year or to use the unused exenptions toward

t he paynent of the tuition or the required fees, or both tuition

and fees as permtted by the number of uncl ai med exenptions, of

more than one child during an academ c year. Two cl assroom

teachers may aggregate years of service to earn one or nore

exenptions for the benefit of one or nobre of their children in

comon, but each classroom teacher nust maintain eligibility

under Subsection (d) during the acadenic period for which the

exenption i s used.

(h) If an undergraduate student fails to neet any

eligibility requirenment of Subsection (e) for an acadenic

period, the student nmay not receive an exenption under this

section for that academ c period. An undergraduate student may

becone eligible to receive the exenption in a subsequent

acadenmic period of the same acadenmc vyear if the student

reestablishes eligibility before that period begins.

(i) If a classroom teacher whose <child receives an

exenption earned by the teacher under this section does not

remai n enpl oyed as required by Subsection (d), the student may

not receive an exenption for a subsequent acadeni ¢ period of the

sane academ c year under this section until the next academ c

period that begins after the classroom teacher reestablishes

eligibility under Subsection (d).

(j) An institution of higher education nay require an

under graduate student to pay prorated tuition or required fees,
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as applicable, for an academc period if the student's

eligibility for the exenption under Subsection (e) or the

teacher's eligibility for the exenption under Subsection (d) is

| ost during that period.

(k) An undergraduate student is not eligible to receive an

exenption under this section if the person:

(1) subject to Subsection (lI), has previously received

an exenption under this section for four academ c years at any

institution or institutions of higher education; or

(2) bhas received a baccal aureate degree.

(I') An undergraduate student who, for any reason other than

a loss of relevant eligibility of the student or the classroom

teacher, fails to use an exenption fromthe paynent of tuition

or an exenption fromthe paynent of required fees in one or nore

academ c periods in the academ c year for which the student is

designated to receive the exenption nmay carry forward and use

that exemption in an academ c period of substantially simlar

length in a subsequent academ c year. The student may use only

one exenption for each academ c period under this subsection

unl ess the use of nobre than one exenption is permtted under

Subsection (g).

(m The Texas Hi gher Education Coordinating Board shal

adopt :

(1) rules prescribing procedures by which a classroom

t eacher nay designate a child to receive an exenption under this

section, including rules relating to the determ nation of a

student's eligibility for an exenption or a classroomteacher's
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eligibility to designate a child to receive an exenption;

(2) rules to allow an otherwi se eligible student to

receive an exenption under this section if the student is unable

to satisfy the grade point average requirenent of Subsection (e)

solely as a result of a hardship or other good cause; and

(3) a wuniformapplication formfor an exenpti on under

this section.

(n) The legislature shall account in the General

Appropriations Act for the exenptions authorized by this section

in a manner that provides a corresponding increase in the

general revenue funds appropriated to the institution granting

an exenpti on.

(o) Notwithstanding any other provision of this section,

only the following undergraduate students who neet the

eligibility requirenents of Subsection (e) are eligible to

receive an exenption under this section:

(1) in the 2006-2007 academ c year, a student who has

conpl eted | ess than 30 senester credit hours at any institution

of hi gher educati on;

(2) in the 2007-2008 academ ¢ year, a student who has

conpl eted | ess than 60 senester credit hours at any institution

of hi gher education; and

(3) in the 2008-2009 acadeni ¢ year, a student who has

conpl eted | ess than 90 senester credit hours at any institution

of hi gher educati on.

(p) This subsection and Subsection (0) expire Septenber 1,

20009.
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SECTI ON 2A. 15. Sections 401.314(a)-(d), Gccupations Code,
are amended to read as fol |l ows:

(a) The board shall waive the |icensing requirenments under
this chapter and issue a limted license to practice in the
public schools as a fully |licensed speech-|anguage pat hol ogi st

to an applicant who:

[(4)X] holds a baccal aureate degree in conmunication

di sorders (speech-language) from an accredited institution of
hi gher education; and

(2) is certified by the Texas Education Agency in
speech and hearing therapy or, in the judgnment of the board,
sati sfies equival ent requirenents|—and

[ (5! ol | I : . : I
under—Section401.-305].

(b) The Texas Education Agency [beard] shall determne and

nonitor the [waivethetHecensing] requirements for certification
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[ Hposed] under this section, provided that an applicant nust

have training in [chapter—and—issue—a timited license to
practice—in—the public—schools—as—afully licensed speech-
Larguage pathelogrst—te—a person—who !

(1) the unique aspects of speech disorders in students

who are at | east three years of age, but not older than 12 years

of age [meets—thereguirerents—ofSubsections—{(a){2-(5)1]; and

(2) services that support educational prograns for

students descri bed by Subdivision (1) [Fs—enrreledin—a—program

that—date—a] person certified [H-ecensed] under this section nay

provi de speech-| anguage pat hol ogy services only:

(1) in a school setting; and

(2) to a student who is at |east three years of age,

but not older than 12 vyears of age [ Subseetion—(b)—rust

degree—described by Subsection{(b)(2}].
(d) A person certified [who-holds—atimtedticenseissued]

under this section may provide any service permtted or not

specifically prohibited by the Individuals with Disabilities

Education | nprovenent Act of 2004 (20 U.S.C. Section 1400 et
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seq.) [applytor—aFfu—tiecense—as—providedbythischapter].

SECTI ON 2A. 16. Section 11.201(e), Education Code, as added
by this Act, applies only to a contract between a superintendent
of a school district and a business entity that is entered into
on or after Septenmber 1, 2005. A contract between a
superintendent of a school district and a business entity that
is entered into before Septenber 1, 2005, is governed by the | aw
in effect on the date the contract is entered into, and the
former law is continued in effect for that purpose.

SECTION 2A.17. (a) As soon as possible after Septenber 1,
2005, the State Board for Educator Certification shall review
the rul es adopted under Section 21.044, Education Code, relating
to educator training requirenents and revise those rules as
necessary to ensure that the training requirenents are
sufficient to produce educators capabl e of:

(1) satisfying the increased standards for highly
qual i fied educators prescribed by the No Child Left Behind Act
of 2001 (Pub. L. No. 107-110);

(2) conplying with certification standards in this
state; and

(3) teaching students in a manner that results in the
hi ghest | evel of student performance.

(b) In conducting the review required by Subsection (a) of
this section, the State Board for Educator Certification shall
give specific attention to the degree to which educator training
requi renents prepare educators to serve students of |imted
English proficiency and students with |earning disabilities.
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SECTI ON 2A. 18. Sections 21.104, 21.251, 21.301, and
21.303, Education Code, as anmended by this Act, and Sections
21. 1041 and 21.2111, Education Code, as added by this Act, apply
only to a discharge under a probationary or term contract for
which witten notice of the proposed discharge is given to a
teacher on or after Septenmber 1, 2005. A di scharge under a
probationary or term contract for which witten notice of the
proposed discharge is given to a teacher before Septenber 1,
2005, is governed by the law in effect when the notice is given,
and the former law is continued in effect for that purpose.

SECTI ON 2A.19. The Texas Higher Education Coordinating
Board shall adopt rules and forns for the adm nistration of
Section 54.220, Education Code, as added by this Act, not |ater
t han January 1, 2006.

PART B. ADM NI STRATI VE EFFI Cl ENCY

SECTI ON 2B. 01. Subchapter A, Chapter 7, Education Code, is

amended by addi ng Section 7.008 to read as foll ows:

Sec. 7.008. ELECTRONI C STUDENT RECORDS SYSTEM (a) I n

this section, "institution of higher education" has the neaning

assi gned by Section 61.003.

(b) Each school district, open-enrollnment charter school,

and institution of higher education shall participate in an

electronic student records system that satisfies standards

approved by the conmi ssi oner of education and the comm ssi oner

of hi gher educati on.

(c) The electronic student records system nust permt an

aut hori zed state, district, or school official or an authorized
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representative of an institution of higher education to

electronically transfer and retrieve student infornation

generally found in student transcripts, including information

concerning a student's course or grade conpletion and assessnent

instrunent results, to and from an educational institution in

which the student is enroll ed.

(d) The comm ssioner of education or the conm ssioner of

hi gher education may solicit and accept grant funds to naintain

the electronic student records system and to nake the system

avail able to school districts, open-enroll nent charter school s,

and institutions of higher education.

(e) A private or independent institution of higher

education, as defined by Section 61.003, may participate in the

el ectronic student records system under this section. If a

private or independent institution of higher education elects to

participate, the institution nmust provide the funding to

participate in the system

(f) Any person involved in the transfer and retrieval of

student information under this section is subject to any state

or federal |aw governing the release of or providing access to

any confidential information to the sane extent as the

educational institution from which the data is coll ected. A

person nmay not release or distribute the data to any other

person in a formthat contains confidential information.

(g) The electronic student records system shall be

i npl emented not |later than the begi nning of the 2006-2007 school

year. This subsection expires September 1, 2007.

Page -65 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

SECTI ON 2B. 02. Subchapter A, Chapter 7, Education Code, is
anended by addi ng Section 7.011 to read as foll ows:

Sec. 7.011. STATEW DE FUNDS MANAGEMENT | NFORMATI ON SYSTEM

FOR AT- RI SK STUDENT SERVICES. (a) |In this section, "student at

ri sk of dropping out of school" has the neaning described by

Section 29.081.

(b) The agency shall develop a namnagenent information

system for funds awarded and all ocated to school districts and

open-enrol | ment charter schools for the purpose of providing

services to students at risk of dropping out of school

(c) The funds nmanagenent information system nust produce

conpl ete, accurate, and tinely reports for agency officials and

policy makers. The reports nust provide information on funding

for services for students at risk of dropping out of school,

statewide and aggregated by school district, including the

follow ng infornmation:

(1) the anmount of an award;

(2) the beginning and ending period of a grant or

awar d;

(3) expenditures related to an award; and

(4) any ampunt of an award that was not distributed

because of a school district's failure to use awarded funds to

provi de needed services during the funding peri od.

(d) The conm ssioner shall adopt rules as necessary to

adm nister this section. The rules adopted wunder this

subsecti on nust ensure that:

(1) the funds managenent infornation system i ncl udes:
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(A) the informati on descri bed by Subsection (c)

for all funding sources for services described by Section 29.092

for students at risk of dropping out of school, excluding

funding information relating to a conpensatory, intensive, or

accelerated instruction program under Section 29.081, a

disciplinary alternative education program established under

Section 37.008, or a program eligible under Title |I of the

El enmentary and Secondary Education Act of 1965, as provi ded by

Pub. L. No. 103-382; and

(B) all state funds and federal pass-through

funds targeting students at risk of dropping out of school;

(2) the system is conpatible with and is reqgqularly

reconciled with the agency's central accounting system and

(3) aggregate funding information is readily avail abl e

to agency personnel and policy makers, including aggregate

funding information relating to a conpensatory, intensive, or

accelerated instruction program under Section 29.081, a

disciplinary alternative education program established under

Section 37.008, or a program eligible under Title | of the

El ementary and Secondary Education Act of 1965, as provi ded by

Pub. L. No. 103-382.

SECTI ON 2B. 03. Subchapter A, Chapter 11, Education Code, is
amended by addi ng Section 11.003 to read as foll ows:

Sec. 11.003. ADM NI STRATI VE EFFI Cl ENCY. (a) Not | ater

than Decenber 1, 2005, the comm ssioner shall evaluate the

feasibility of including a uniform indicator wunder Section

39.202(b) that neasures effective admnistrative managenent
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t hrough the use of cooperative shared service arrangenents. |If

the commi ssioner deternmnes that the adoption of a wuniform

i ndicator described by this subsection is feasible, the

comm ssioner by rule shall include the indicator in the

financial accountability rating system under Subchapter I,

Chapter 39, for school districts beginning with the 2006- 2007

school year. This subsection expires Septenber 1, 2007.

(b) Each regional education service center shall

(1) notify each school district served by the center

regarding the opportunities available through the center for

cooperative shared service arrangenents within the center's

service area; and

(2) evaluate the need for cooperative shared service

arrangenents within the center's service area and consider

expandi ng cent er - sponsor ed cooperative shar ed service

arrangenents.

(c) Each regional education service center shall assist a

school district board of trustees in entering into an agreenent

with another district or political subdivision, a regional

education service center, or an institution of higher education

as defined by Section 61.003, for a cooperative shared service

arrangenent regarding adm nistrative services, i ncl udi ng

transportation, food service, purchasing, and payroll functions.

(d) The conm ssioner may require a district or an open-

enroll nent charter school to enter into an agreement for a

cooperative shared service arrangenent if the comm ssioner

determ nes that the financial managenent performance of the
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district or school is unsatisfactory.

SECTI ON 2B. 04. Subchapter A, Chapter 28, Education Code, is
amended by addi ng Section 28.0022 to read as follows:

Sec. 28.0022. CURRI CULUM MANAGEMENT ASSI STANCE. (a) The

conm ssioner shall identify available curriculum managenent

mat erials recomended by school districts that may be used to

assi st school districts in:

(1) understanding the depth and conplexity of the

essenti al know edge and skills identified under Section

28.002(c) for each subject in the foundation curricul um under

Section 28.002(a)(1); and

(2) based on |earning standards:

(A) developing nodel instructional plans and

di agnosti c tools;

(B) aligning curriculum objectives to district

instructional resources; and

(C) differentiating instruction in recognition of

t he needs of individual students.

(b) Unless otherwi se prohibited by |law, the comm ssi oner

may use federal funds to inplenment this section.

(c) Not later than January 1, 2007, the conm ssioner shal

prepare and submt to the |egislature a report that describes in

det ail :

(1) the curriculum managenent materials identified

under Subsection (a);

(2) the costs associated with nmaking the materials

avail able to school districts; and
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(3) the manner in which technol ogi cal applications nay

be used to mke the nmaterials available and allow school

districts to use the materi al s.

(d) Subsection (c¢) and this subsection expire January 31,

2007.

SECTI ON 2B. 05. Subchapter C, Chapter 29, Education Code, is
amended by addi ng Sections 29.092, 29.093, and 29.094 to read as
fol |l ows:

Sec. 29.092. CONSOLI DATED FUNDI NG FOR PROGRAMS AND SERVI CES

FOR STUDENTS AT RISK OF DROPPING OUT OF SCHOOL. (a) In this

section, "student at risk of dropping out of school" has the

nmeani hg descri bed by Section 29.081.

(b) To enable school districts and open-enroll ment charter

schools to provide suppl enental prograns and services for the

benefit of students at risk of dropping out of school, the

conmm ssi oner each school year shall award funds to a school

district or open-enrollnent charter school in accordance with a

streanlined and sinplified grant process developed by the

conm Ssi oner.

(c) The conm ssioner shall consolidate funding from the

following currently funded programs and types of services,

excluding early childhood care and education prograns and

accelerated reading or mathenatics initiatives under Section

28. 006, 28.007, or 28.0211:

(1) an optional extended year program under Section

29. 082;

(2) a basic skills program for high school students
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under Section 29.086;

(3) a sumer school program of instruction for

students of limted English proficiency; and

(4) a grant for pregnancy-rel ated services, including

a pregnhancy, education, and parenting program

(d) The conmi ssioner may redistribute the funding of

prograns described under Subsection (c) as necessary to

acconplish the purpose of inproving the achi evenent of students

at risk of dropping out of school.

(e) A school district or open-enrollnment charter schoo

that receives an award of funds under this section nay use the

funds to provide acadeni ¢ and support services to students at

ri sk of dropping out of school, including:

(1) services designed to provide intensive acadenic

instruction to increase student success and high school

conpl eti on;

(2) services designed to provide intensive acadenic

instruction for and reduce the dropout rate of students at risk

of dropping out of school;

(3) after-school acadeni c and support services;

(4) intensive instruction for preschool and school -age

students of limted English proficiency;

(5) any acadenic or support services for pregnant or

parenting students, including basic instruction and health and

life skills training and support for pregnant or parenting

student s;

(6) comunity-based services designed to address the
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needs of students at risk of dropping out of school;

(7) programs or services designed to pronpte the

i nvol venent of parents of students at risk of dropping out of

school ; and

(8) services or programs pronoting school and

community collaboration to restructure schools for the

successful achievenment of all students, especially students at

ri sk of droppi ng out of school.

(f) The agency shall make avail abl e resear ch-based gui dance

to districts and open-enroll nent charter schools to enable

successful inplenentation of the academ ¢ and support services

descri bed by Subsection (e) that assist students at risk of

droppi ng out of school to succeed in school.

(g) Not later than November 1 of each year, a school

district or open-enrollnment charter school nmay submt an

application for funding for programs or services under this

section. The school district or open-enrollnment charter schoo

must include an assessnent of needs for students at risk of

dropping out of school, a conprehensive plan for providing

services for those students based on the agency's research-based

i npl enmentati on gui dance provided under Subsection (f), and a

report of all sources of funding for providing services for

t hose students. The comm ssioner shall distribute an award of

funds in the formof a block grant not |later than March 15 of

each year.

Sec. 29.093. COST-OUTCOVE ANALYSIS. (a) The agency and

t he Legi sl ative Budget Board shall jointly devel op a request for
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proposals for a qualified third party to conduct a conprehensive

cost-outconme analysis of federal and state funding for prograns

targeting students at risk of dropping out of school, as

descri bed by Section 29.081, and the inpact of those programs on

student achi evenent outcones. In order to be qualified under

this section, a party nust at a mninum have experience in

educational program evaluation and statistical analysis of

publ i c educati on data.

(b) The cost-outcone nethodology developed by the

contractor under this section is subject to joint review and

approval by the agency and the Legislative Budget Board. The

cost-outcone analysis at a m ninmum nust consist of the foll ow ng

components:

(1) a nmethodol ogy for assessing the cost-effectiveness

of individual school districts and open-enrollnent charter

schools in providing services to students at risk of dropping

out of school ;

(2) performance neasures that can be used to assess

the effectiveness of school districts and open-enroll nment

charter schools in admnistering academ ¢ and social service

prograns for students at risk of dropping out of school;

(3) a nethodology for evaluating best practices in

providing effective services for students at risk of dropping

out of school ;

(4) a statistical nmethodol ogy for:

(A) controlling for differences anong i ndi vi dual

school districts and open-enroll nent charter schools that are
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not related to funding streans included in the cost-outcone

anal ysis; and

(B) disaggregating data by peer groups;

(5) a nethodology for conputing the relative inpact of

fundi ng sources on student achi evenent outcones; and

(6) a nethodol ogy for reporting di saggregated results

for students at risk of dropping out of school.

(c) The agency and the Legi sl ative Budget Board shall:

(1) not later than Decenber 1 of each year:

(A report findings from the cost-outcone

analysis to the |ieutenant governor, the speaker of the house of

representatives, and the presiding officer of the standing

commttee of each house of the legislature with prinary

jurisdiction over public education, including data related to

the feasibility of constructing a cost-effectiveness neasure for

school districts and open-enroll ment charter school s;

(B) nake recommendations for the potential use of

the data, including the best nethods to dissemnate the

information to parents and school districts and open-enroll nent

charter schools; and

(C) make the report and recommendati ons descri bed

by Paragraphs (A) and (B) available to the public; and

(2) during the 2006-2007 school year, develop a plan

to inplenent the cost-outcone nethodology to assess the

effectiveness of school districts and open-enroll ment charter

schools in providing services during the 2007-2008 school year

to students at risk of dropping out of school.
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(d) During the state fiscal biennium begi nning Septenber 1,

2005, the conm ssioner shall retain an anmpunt not to exceed

$500, 000 from the total anmpunt of funds allotted under Section

42.152(a) to finance the conprehensi ve cost-outcone anal ysis and

shall reduce the allotnent of each school district and open-

enrol | nent charter school proportionately.

(e) This section expires September 1, 2010.

Sec. 29.094. TEMPORARY PROVI S| ON: COWM SSI ONER' S COST -

OUTCOVE ANALYSI S. (a) The comm ssioner shall adopt a cost-

outcone analysis nethodology for use in assessing the

effectiveness of school districts and open-enroll ment charter

schools in providing services for students at risk of dropping

out of school, as described by Section 29.081. The comm ssi oner

shall use the adopted nmethodology wuntil the comm ssioner

determ nes that an alternate nethodol ogy approved by the agency

and the Legislative Budget Board under Section 29.093(b) nore

accurately portrays the cost-effectiveness of the analyzed

servi ces.

(b) The nmethodology adopted by the comm ssioner nust

i ncl ude the foll owing conponents:

(1) a conposite performance neasure that conbi nes key

i ndi cators of student performance, di saggregated for students at

ri sk of droppi ng out of school;

(2) a format for reporting all state, federal, |ocal,

and private sources of funding and total expenditures for

suppl enental services for students at risk of dropping out of

school, reported by school district, by open-enroll nent charter
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school, and st atew de; and

(3) a systemfor scoring and ranking school districts

and open-enroll nment charter schools, including criteria for

establ i shing school district and open-enroll nent charter school

peer groups for conparison purposes.

(c) Based on the cost-outcone anal ysis nethodol ogy, the

comm ssioner shall use the ranking system under Subsection

(b)(3) to determine annually the | evel at which school districts

and open-enrollnent charter schools are cost-effective in

serving students at risk of dropping out of school

(d) Not later than Decenmber 1 of each vyear, t he

comm ssi oner shall:

(1) report the nmethodology and the results of the

cost-outconme analysis to the |ieutenant governor, the speaker of

t he house of representatives, and the presiding officer of the

standi ng conm ttee of each house of the |egislature with prinmary

jurisdiction over public education; and

(2) nake the report under Subdivision (1) available to

t he public.

(e) This section expires on the earlier of the approval of

a cost-outcome nmethodol ogy by the agency and the Legislative

Budget Board under Section 29.093(b) or September 1, 2010.

SECTI ON 2B.06. Not |ater than January 1, 2007, the Texas
Educati on Agency shall adopt a five-year plan to renovate the
Public Education Information Managenent System (PEIMS) to
provide for efficient and effective information storage and
retrieval for the purposes of allocating scarce schoo
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resour ces. The renovation nust include a redesign of the
records | ayout.
PART C. ACCOUNTABI LITY

SECTION 2C. 01. Section 28.006(j), Education Code, is
amended to read as follows:

(j) No nore than 15 percent of the funds certified by the
comm ssi oner under Subsection (i) may be spent on indirect
costs. The comm ssioner shall evaluate the progranms that fai
to neet the standard of performance under Section 39.051(b)(10)

[ 39—05b)A-] and may i nmpl enent sanctions under Subchapter G

Chapter 39. The conm ssioner may audit the expenditures of

funds appropriated for purposes of this section. The use of the
funds appropriated for purposes of this section shall be
verified as part of the district audit under Section 44.008.

SECTI ON 2C. 02. Effective Septenber 1, 2006, Subchapter B
Chapter 28, Education Code, is anended by addi ng Section 28.027
to read as foll ows:

Sec. 28.027. FUNDI NG FOR COLLEGE ENTRANCE ASSESSMENTS. (a)

The agency shall pay for any student who chooses to take, on

one occasion, an assessnent instrunent that is currently

accepted by colleges and universities for use in determ ning

adnm ssions. The agency shall reduce the anpbunt the agency pays

for a student to take the assessnent instrunent by the anmpbunt of

any discount or fee waiver offered by the vendor of the

assessnent instrunent to which the student is entitled. The

agency shall pay the fee for the admnistration of the

assessnent instrunent directly to the vendor of the assessment
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i nstrument :

(1) fromfunds appropriated for the purpose; or

(2) if funds are not appropriated for the purpose,

from funds allotted under Section 42.152, provided that each

district shall bear the cost in the sane nanner described for a

reduction in allotnents under Section 42.253.

(b) The agency shall select and approve vendors of the

specific assessnent instruments for which funding is provided

under this section.

(c) The agency shall conpile the results of any assessnent

instrument for which funding is provided under this section and

make the results available to the public in a manner that does

not identify individual students.

SECTI ON 2C. 03. Sections 29.053(b) and (d), Education Code,
are amended to read as fol |l ows:

(b) Wthin the first five [four] weeks followi ng the first
day of school, the |anguage proficiency assessnment conmttee
est abl i shed under Section 29.063 shall determ ne and report to
t he board of trustees of the district the nunber of students of
limted English proficiency on each canpus and shall classify
each student according to the |anguage in which the student
possesses primary proficiency. The board shall report that
information to the agency before Novenber 1 each year.

(d) Each district that is required to offer bilingual
educati on and speci al |anguage prograns under this section shal
offer the following for students of limted English proficiency:

(1) bilingual education in prekindergarten at canpuses
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t hat of fer prekindergarten cl asses;

(2) bilingual education in kindergarten through the
el ementary grades;

(3) [€&] Dbilingual education, instruction in English
as a second | anguage, or other transitional |anguage instruction
approved by the agency in post-elenentary grades through grade
8; and

(4) [63)] instruction in English as a second | anguage
in grades 9 through 12.

SECTI ON 2C. 04. Section 29.056, Education Code, is anended
by anmendi ng Subsections (a), (d), and (g) and addi ng Subsecti ons
(g-1) and (i) to read as foll ows:

(a) The agency shall establish standardized criteria for
the identification, assessment, and classification of students
of limted English proficiency eligible for entry into the
program or exit from the program The student's parent nust
approve a student's entry into the progranf —exit—fromthe

program-] or placenment in the program A school district nust

informa student's parent of a student's exit fromthe program

The school district or parent may appeal the decision under
Section 29.064. The criteria for identification, assessnment,
and classification may include:

(1) results of a hone |anguage survey conducted w thin
four weeks of each student's enrollnment to determne the
| anguage normally used in the home and the |anguage normally
used by the student, conducted in English and the home | anguage,
signed by the student's parents if the student 1is in
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ki ndergarten through grade 8 or by the student if the student is
in grades 9 through 12, and kept in the student's permanent
fol der by the | anguage proficiency assessnment conmttee;

(2) the results of an agency-approved English | anguage
proficiency test adm nistered to all students identified through
the honme survey as normally speaking a |anguage other than
English to determne the |evel of English | anguage proficiency,
with students in kindergarten or grade 1 being adm nistered an
oral English proficiency test and students in grades 2 through

12 being adm nistered an oral English proficiency test and, if

the oral English proficiency test denobnstrates proficiency, a

written English proficiency test; and

(3) the results of an agency-approved proficiency test
in the primary | anguage adm nistered to all students identified
under Subdivision (2) as being of limted English proficiency to
determine the level of primary |anguage proficiency, wth
students in kindergarten or grade 1 being adm nistered an oral
primary |anguage proficiency test and students in grades 2
through 12 being admnistered an oral and witten primry
| anguage proficiency test.

(d) Not l|ater than the 20th [46+h] day after the date of
the student's classification as a student of limted English
proficiency, the |anguage proficiency assessnment coonmttee shall
give witten notice of the classification to the student's
parent. The notice nust be in English and the parent's primry
| anguage. The parents of students eligible to participate in
the required bilingual education program shall be informed of
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the benefits of the bilingual education or special |anguage
program and that it is an integral part of the school program
(g) A district may transfer a student of limted English
proficiency out of a bilingual education or special |anguage
program if the student is able to participate equally in a
regular all-English instructional program as detern ned by:

(1) agency-approved tests adm nistered at the end of

each school year to determne the extent to which the student
has devel oped oral and written | anguage proficiency and specific
| anguage skills in [beth—the student s primary—language—and]
Engl i sh;

(2) an achievenent score at or above the 40th
percentile in the reading and |anguage arts sections of an
Engl i sh standardi zed test approved by the agency; or [and]

(3) agency-approved [ether—indications—-ofa-student—s
overall—progress—ineludi-ng] criterion-referenced tests and the
results of a [test—seores| subjective teacher eval uation[,—and
parental—evaluation] .

(g-1) A school district may transfer a student of limted

English proficiency who is eligible for special education

services under Subchapter A out of a bilingual education or

speci al | anguage program and into a special education programif

t he | anguage proficiency assessnent commttee and the student's

adm ssion, review, and disni ssal conmittee agree that the

student has a learning disability and woul d be better served in

a special education program The student's adni ssion, review,

and dism ssal comittee nmust docunent that the student has a
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| earning disability that cannot be addressed effectively in a

bi |l i ngual education or special |anguage program and that the

student's learning disability is not due to the student's

limted English proficiency. The commi ssioner by rule shall

adopt criteria for a school district to use in transferring a

student under this subsection.

(i) On approval of the student's parent, a school district

may all ow a student of limted English proficiency who neets the

criteria for being transferred out of a bilingual education or

special | anguage program to continue participating in the

program
SECTI ON 2C. 05. Subchapter B, Chapter 29, Education Code, is

amended by addi ng Section 29.0561 to read as foll ows:

Sec. 29.0561. EVALUATI ON OF TRANSFERRED STUDENTS;

REENROLLIVENT. (a) The | anguage proficiency assessnment

commttee shall reevaluate a student who is transferred out of a

bi li ngual education or special |anguage program under Section

29.056(g) if the student earns a failing grade in a subject in

t he foundation curriculum under Section 28.002(a)(1) during any

grading period in the first two school years after the student

is transferred to determ ne whether the student should be

reenrolled in a bilingual education or special |anguage program

(b) During the first two school years after a student is

transferred out of a bilingual education or special |anguage

program under Section 29.056(g), the |anguage proficiency

assessnent conmttee shall review the student's performance and

consi der:
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(1) the total amount of tinme the student was enrolled

in a bilingual education or special |anguage program

(2) the student's grades each grading period in each

subject in the foundation curricul um under Section 28.002(a)(1);

(3) the student's perfornance on each assessnment

i nstrunent adm ni stered under Section 39.023(a) or (c);

(4) the nunber of credits the student has earned

toward hi gh school graduation, if applicable; and

(5) any disciplinary actions taken agai nst the student

under Subchapter A, Chapter 37.

(c) After an evaluation under this section, the |anguage

proficiency assessnent commi ttee nmay require i ntensi ve

instruction for the student or reenroll the student in a

bi | i ngual education or special |anguage program

SECTI ON 2C. 06. Subchapter C, Chapter 29, Education Code, is
anended by addi ng Section 29.0822 to read as foll ows:

Sec. 29.0822. OPTIONAL FLEXI BLE SCHOOL DAY PROGRAM (a)

Not wi t hst andi ng Section 25.081 or 25.082, a school district may

provide a flexible school day program for students in grades 9

t hrough 12 who have dropped out of school or who are at risk of

droppi ng out of school.

(b) To enable a school district to provide a program under

this section that meets the needs of students described by

Subsection (a), a school district may:

(1) provide flexibility in the nunber of hours each

day a student attends;

(2) provide flexibility in the number of days each
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week a student attends; or

(3) allow a student to enroll in |ess or nbre than a

full course | oad.

(c) A course offered in a program under this section nust

provide for at |east the sane nunber of instructional hours as

required for a course offered in a program that neets the

required mnimum nunmber of instructional days under Section

25.081 and the required length of school day under Section

25. 082.

(d) The conmm ssioner shall conpute average daily attendance

for students served wunder this section for purposes of

determning state funding. In conputing average daily

attendance for purposes of +this section, a student nnay

accunul ate hours of instruction. Funding under this subsection

is determ ned based on the nunber of instructional days provided

in the district cal endar and a seven-hour school day. Hours of

attendance under this subsection may be accunul ated over the

school vyear, including any sumrer or vacation sessions, to

deternm ne average daily attendance. The attendance of a student

who accunulates less than the nunber of attendance hours

requi red under this subsection shall be proportionately reduced

for funding purposes. The comm ssioner nay set a naxi num

fundi ng anount for an individual course under this section.

(e) The conm ssioner nay adopt rules for the adm nistration

of this section.

SECTI ON 2C. 07. Effective Septenber 1, 2006, Subchapter D
Chapter 29, Education Code, is anmended by addi ng Section 29.124
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to read as foll ows:

Sec. 29.124. PERFORMANCE STANDARDS; STATE FUNDI NG. (a)

The conmi ssi oner shall adopt the performance standards devel oped

by the agency under the pilot project required by Ri der 52, page

I11-17, Chapter 1330, Ats of the 78th Legislature, Regul ar

Sessi on, 2003 (the General Appropriations Act), for assessing

t he performance in English | anguage arts, mathematics, science,

and social studies of students in a program for gifted and

talented students. The conmi ssioner nmay adopt performance

standards for assessing the perfornmance in other subjects or at

other grade levels of students in a program for gifted and

tal ented students. The conm ssioner shall establish the m ni num

|l evel of student performance necessary to conply with the

perfornmance standards and nay periodically raise the m nimm

| evel as the comm ssioner determ nes necessary.

(b) A school district is not required to use the

perf ormance standards adopted under Subsection (a).

(c) From funds appropriated for that purpose, for each

student who neets the mnimum |evel of perfornmance on the

performance standards adopted under Subsection (a), a school

district is entitled to $100. A school district nust use funds

recei ved under this subsection in providing a programfor gifted

and talented students wunder this subchapter. The anount

appropriated for any fiscal year for purposes of this subsection

may not exceed $6 mllion.

(d) The comm ssioner may adopt rules necessary to

adm nister this section.
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(e) From the funds appropriated under this section, the

conmm ssioner may designate an anpunt necessary to fund the

agency's adm nistrative costs of inplementing this section.

SECTI ON 2C. 08. Section 37.008, Education Code, is anended
by addi ng Subsection (n) to read as foll ows:

(n) For purposes of accountability under Chapter 39, a

student placed in a disciplinary alternative educati on program

is reported as if the student were enrolled at the student's

assigned campus in the student's regul arly assigned educati on

program including a special education program

SECTI ON 2C. 09. Section 39.022, Education Code, is amended
to read as foll ows:

Sec. 39.022. ASSESSMENT PROGRAM (a) The State Board of
Education by rule shall create and inplement a statew de
assessnent programthat is know edge- and skills-based to ensure
school accountability for student achi evenent that achieves the
goal s provided under Section 4.002. After adopting rules under
this section, the State Board of Education shall consider the
i nportance of maintaining stability in the statew de assessnent
program when adopting any subsequent nodification of the rules.

(b) The commi ssioner by rule shall provide for the

adm ni stration of assessnment instrunents under this subchapter.

SECTI ON 2C. 10. Section 39.023, Education Code, is anended
by anmending Subsections (a)-(e), (i), (j), and (l)-(n) and
addi ng Subsections (a-1) and (b-1) to read as foll ows:

(a) The agency shall adopt or develop appropriate
criterion-referenced assessnent instrunments designed to assess
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essential knowl edge and skills in reading, witing, mathematics,

soci al studies, and science. Except as ot herw se provided by

this subchapter, all [AH-] students|[—except—students—assessed
uhder—Subsection—{b)—or (1) —or exenptedunder—Section-39-027-]

shal|l be assessed in:

(1) mathematics, annually in grades three through
seven without the aid of technology and in grades eight through
11 with the aid of technol ogy on any assessnment instrunments that
i nclude al gebr a;

(2) reading, annually in grades three through nine;

(3) witing, including spelling and grammar, in grades
four and seven;

(4) English language arts, in grades [grade] 10 and

11;

(5) social studies, in grades eight, [anrd] 10, and 11,

(6) science, in grades five, eight, [and] 10, and 11;
and

(7) any other subject and grade required by federal
| aw.

(a-1) An assessnment instrunent under this section nay

i nclude questions that test a broader range of know edge and

skills or that are at a higher difficulty |evel for the purpose

of differentiating student achi evenent. A student nay not be

required to answer a question described by this subsection

correctly to performsatisfactorily on the assessnent instrunent

or to be pronoted to the next grade level. To ensure a valid

bank of questions for use each year, the agency is not required
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to release a question that is devel oped for purposes of this

subsection until after the fifth school year the question is

used on an assessnment instrunent adm nistered under this

section.

(b) The agency shall devel op or adopt appropriate
criterion-referenced assessnment instrunments to be adm nistered
to each student in a special education program under Subchapter
A, Chapter 29, who receives nodified instruction in the
essential know edge and skills identified under Section 28.002
for the assessed subject but for whom an assessnment instrunment

adopted under Subsection (a), even with allowabl e accomrodati ons

[ Podifiecations], would not provide an appropriate neasure of
student achi evenent, as determ ned by the student's adm ssion,
review, and dism ssal conmttee. The assessnment instrunments
required under this subsection nust assess essential know edge
and skills [and—grewth] in the subjects of reading, mathematics,

and witing and any other subject required by federal |aw A

student's adm ssion, review, and dismssal comittee shall

determ ne whet her any all owabl e accommodati on [ sedifiecation] is

necessary in admnistering to the student an assessnent

instrument required wunder this subsection or whether an

alternate assessnent i nst rument must be wused to neasure

alternate academ c achi evemrent st andar ds. A student's

adm ssion, review, and dism ssal commttee shall determ ne the

hi gh school graduation assessnent requirenents for a student in

a special education program under Subchapter A, Chapter 29, and

may use |local alternative assessnent instrunents if nultiple
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testing opportunities are not available for a student. To the

extent practicable, the [Fhe] assessnment instruments required

under this subsection shall be adm nistered on the same schedul e
as the assessnment instrunents adm ni stered under Subsection (a).

The comm ssioner shall adopt rules to inplenent this

subsecti on.

(b-1) The agency shall adopt or develop appropriate

criterion-referenced instrunents as required by federal |aw

designed to neasure alternate academ ¢ achi evenent standards for

students in a special education program under Subchapter A,

Chapter 29, with the npost significant cognitive disabilities.

(c) The [agency—shall—also—adopt] secondary exit-I|evel

assessnent instrunments designed to be adm nistered to students

in grade 11 under Subsection (a) nust [te] assess essenti al

know edge and skills in mathematics, English |anguage arts,
soci al studies, and science. The mathematics section nust
include at I|east Algebra | and geonetry with the aid of
technol ogy. The English | anguage arts section nust include at
| east English 11l and nust include the assessnent of essenti al
know edge and skills in witing. The social studies section nust
include early Anmerican and United States history. The science
section nmust include at |east biology and integrated chem stry
and physics. The assessnment instrunments nust be designed to

assess a student's mastery of mnimum skills necessary for high

school graduation and readiness to enroll in an institution of

hi gher education. [H—a—studert—is—in—a special—education
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assesshent—instrument s Each student who did not perform
satisfactorily on any secondary exit-|level assessnment instrunent
when initially tested shall be given nmultiple opportunities to
retake that assessnent instrunment. A student who perforns at or
above a level established by the Texas Higher Education
Coordinating Board on the secondary exit-|level assessnent
instrunents is exenpt fromthe requirenments of Section 51.306.
(d) The conm ssioner may participate in nultistate efforts
to develop voluntary standardized end-of-course assessnent
i nstrunents. The conmm ssioner by rule may require a schoo
district to adm nister an end-of-course assessnent instrument
devel oped through the nultistate efforts. The adm ssi on,
review, and dism ssal comittee of a student in a special
education program under Subchapter A, Chapter 29, shall

det erm ne whet her any all owabl e accommmodati on [ medifiecation] is

necessary in admnistering to the student an end-of-course
assessnent instrunent or whether the student should be exenpted
[ under—Sectt+on—39-027{a){2)] .

(e) Under rules adopted by the State Board of Educati on,

[ every—other—year] the agency shall release the questions and
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answer keys to each assessnent instrunment adm nistered under

Subsection (a), (b), (c), (d), or (l) or Section 39.027 not

| ater than the second anniversary of the date [after—thetlast

tiwe] the instrunent was [+s] adm nistered [fer—that—school
year]|. To ensure a valid bank of questions for use each year,
the agency is not required to release a question that is being
field-tested and was not used to conpute the student's score on
the instrunent. The agency shall also release, under board
rule, each question that is no longer being field-tested and
t hat was not used to conpute a student's score.

(i) The provisions of this section, except Subsection (d),
are subject to nodification by rules adopted under Section

39.022. Each assessnent instrunent adopted or devel oped under

this section |[those—rules —and—each —assesshent—instrument

regired—under—Subsection—{d)y] nust be reliable and valid and

must mneet any applicable federal requirenents for neasurenent of

student progress.

(j) The comm ssioner shall devel op a standardi zed end-of -
course assessnent instrunment for Algebra |I. The comm ssioner by
rule may require a school district to adm nister an end-of-
course assessnment instrument in Algebra |I. The adm ssion,
review, and dism ssal comittee of a student in a special
education program under Subchapter A, Chapter 29, shall

det erm ne whet her any all owabl e accommmodati on [ smedifiecation] is

necessary in admnistering to the student an end-of-course
assessnent instrunent or whether the student should be exenpted
[ under—Sectt+on—39-027{a){2)] .

Page -91 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

(I') The agency [ StateBeard—of—Education] shall adopt or
devel op a Spani sh version [ +u-es—forthe—admnistration] of the

assessnment instruments adopted under Subsection (a) for [+#r
Spani-sh—te] students in grades three through six who are of
limted English proficiency, as defined by Section 29.052, whose
primary | anguage is Spanish, and who are not otherw se exenpt
from the admnistration of an assessnment instrument under
Section 39.027 [39-02Ha){3)—o+—{4)]. Each student of limted
English proficiency whose primary |anguage is Spanish, other
than a student to whom Subsection (b) or (b-1) applies, may be
assessed using assessnment instruments in Spanish under this
subsection for up to three years or assessnment instruments in
English under Subsection (a). The | anguage proficiency
assessnment commttee established under Section 29.063 shall
determ ne which students are adm nistered assessnent instrunments
i n Spani sh under this subsection.

(m The conm ssioner by rule shall devel op procedures under
whi ch the | anguage proficiency assessnent conmittee established
under Section 29.063 shall determ ne which students in grades
three through 10 are exempt from the adm nistration of the

assessnment instrunments under Section 39.027 [39-02Ha)(3)—-and

4)y]. The rules adopted under this subsection shall ensure that

t he | anguage proficiency assessnent commttee provides that the
exenpted students are adni nistered the assessnent instrunments
under Subsections (a) and (c) at the earliest practical date.

As necessary to conply wth federal requi rements, t he

comm ssioner by rule shall devel op procedures under which a
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student who is exenpt fromthe adm nistration of an assessment

i nstrunent under Section 39.027 is adm nistered a linguistically

accommdat ed assessment i nstrunent.

(n) This subsection applies only to a student who is
determ ned to have dyslexia or a related disorder and who is an
individual with a disability under 29 U S.C. Section 705(20)
[ and—its—subsequent —anrendients| . The agency shall adopt or
devel op appropri ate [ criterion-referenced] assessnent

adm ni stration procedures, including accomvodations for a

i o I I il : I I
adm-n-stered—to—each] student to whomthis subsection applies.

determned—by—the] comttee established by the board of

trustees of the district to deternm ne the placenment of students
with dyslexia or related disorders[——Fhe—comrttee] shall

determine whether the [any] allowable accompdations are

[ Podifiecation—s| necessary in admnistering to a student an
assessnent instrunment required under this section [subsection—
I : . I I i | : hall

I i i I | hedul I
. i I I | : a)] .

SECTION 2C. 11. Sections 39.024(a) and (c), Education Code,
are amended to read as fol |l ows:

(a) Except as otherw se provided by this subsection, the
State Board of Education shall determne the I|evel of
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performance considered to be satisfactory on the assessnent

instrunents adm ni stered under Section 39.023. The conmm ssi oner

by rul e [ adm-ssi-on—review —and—disr-ssal—commtteeofastudent
being—assessed—under—Sectionr—39-023{b)] shall determ ne the
| evel of performance considered to be satisfactory on the

assessnent instrunents adm nistered under Section 39.023(b) or

(b-1) [te—that—student] in accordance with applicable federa

requi renents [erteria—establishedby—agency—+rule].

(c) The agency shall develop study guides for the

assessnent instruments adm ni stered under Sections 39.023(a) and
(I) [€e)]. To assist parents in providing assistance during the
period that school is recessed for sumer, each school district
shall distribute the study guides to parents of students who do
not perform satisfactorily on one or nore parts of the [an]
assessnment instrument [adm-nistered underthis subchapter].

SECTI ON 2C. 12. Section 39.025(a), Education Code, is
amended to read as follows:

(a) A student may not receive a high school diploma until
the student has perfornmed satisfactorily on the secondary exit-
| evel assessnment instruments for English |anguage arts,
mat hematics, social studies, and science adm nistered under
Section 39.023(a) [39-023(€)]. This subsection does not require
a student to denonstrate readiness to enroll in an institution
of hi gher education.

SECTI ON 2C. 13. Effective Septenber 1, 2006, Subchapter B
Chapter 39, Education Code, is anended by addi ng Section 39.0261
to read as foll ows:
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Sec. 39.0261. COLLEGE PREPARATI ON ASSESSMENTS. (a) I n

addition to the assessnent instrunents otherw se authorized or

requi red by this subchapter, a school district may admnister to

students in any grade an established, valid, reliable, and

nationally nornmed coll ege preparati on assessnment instrument.

(b) The agency shall:

(1) select and approve vendors of the specific

assessnent instrunents adm ni stered under this section; and

(2) subject to the restrictions of Subsection (c), pay

all fees associated with the adm nistration of the assessnent

i nstrument :

(A) fromfunds appropriated for the purpose; or

(B) if funds are not appropriated for the

purpose, from funds all otted under Section 42.152, provided that

each district shall bear the cost in the sanme manner descri bed

for a reduction in allotments under Section 42.253.

(c) The agency nmay pay only for the adm nistration of the

assessnent instrument at two different grade |evels in each

district each year

(d) A vendor that adm nisters an assessnent instrunent for

a district under this section shall report the results of the

assessnent instrunment to the agency.

SECTI ON 2C. 14. Sections 39.027(a), (e), and (g), Education
Code, are anmended to read as foll ows:

(a) A student in grades three through 10 may be exenpted

fromthe adm nistrati on of an assessnent instrument under:

(1) |[Section—39-023(a)—or—{(by—+f the student—is
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[(3)] Section 39.023(a), (b), (b-1), or (lI) for a

period of up to one year after initial enrollnment in a school in
the United States if the student is of I|imted English
proficiency, as defined by Section 29.052, and has not
denonstrated proficiency in English as determned by the
assessnment system under Subsection (e); or

(2) [&4] Section 39.023(a), (b), (b-1), or (I) for a

period of up to two years in addition to the exenption period
aut hori zed by Subdivision (1) [(3)] if the student has received
an exenption under Subdivision (1) [3)] and:

(A) 1is a recent unschooled inmmgrant; or

(B) is in a grade for which no assessnent
instrument in the primary | anguage of the student is avail able.
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(e) As provided by applicable federal requirenents, the

[ Fre] conmm ssioner shall devel op an assessnent systemthat shal

be used for evaluating the academ c progress toward attaining

academ ¢ | anguage proficiency in English, including reading

proficiency in English, of all students of I|imted English
proficiency, as defined by Section 29.052. A student who has
denonstrated the designated level of [+s—exeprpt—Ffrom—the
atmp-stratton—of —an—assesspent—tastrwvent—under —Subsection
= 3)—e+—(4)—who—achieves]| reading proficiency in English as

determned by the assessnent system developed wunder this

subsection is not eligible for an exenption under Subsection

(a)(1) or (2). [shall-beadmnisteredthe assesshentinstrunents

(g) For purposes of this section, "recent unschooled

imm grant” neans an inmgrant who initially enrolled in a school
in the United States not nore than 12 nonths before the date of
the adm nistration of an assessnment instrunent under Section
39. 023 [39-023=a)—oe+—{H)] and who, as a result of inadequate
schooling outside of the United States, |acks the necessary
foundation in the essential knowl edge and skills of the
curriculum prescribed under Section 28.002 as determ ned by the
| anguage proficiency assessnent commttee established under
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Section 29.063. For purposes of this subsection and to the
extent authorized by federal law, a child' s prior enrollnment in
a school in the United States shall be determ ned on the basis
of docunents and records required under Section 25.002(a).
SECTI ON 2C. 15. Subchapter B, Chapter 39, Education Code, is
anmended by addi ng Sections 39.034 and 39.035 to read as foll ows:

Sec. 39.034. MEASURE OF I NDIVIDUAL STUDENT GROWH ON

ASSESSMENT | NSTRUVENTS. (a) The conmi ssioner shall deternine a

met hod by whi ch the agency may neasure individual student growth

in achi evenent from one school year to the next on an assessnent

instrunent required under this subchapter.

(b) The agency shall report to each school district the

conpari sons nmade under Subsection (a). Each school district

shal|l provide the conpari sons to each teacher for all students

who wer e:

(1) assessed on an assessnent instrunent; and

(2) taught by that teacher in the subject for which

t he assessment instrument was adm ni stered.

(c) The school a student attends shall provide a record of

the conparison nade under this section and provided to the

school under Subsection (b) in a witten notice to the student's

parents.

(d) To the extent practicable, the agency shall conbine the

report of the conparisons required under this section with the

report of the student's perfornmance on assessnent instruments

adm ni stered under Section 39.023.

(e) The comm ssioner shall inplenent this section not |ater
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t han Septenber 1, 2006. This subsection expires January 1,

2008.

Sec. 39.035. CRIM NAL PENALTY RELATED TO ADM NI STRATI ON OF

ASSESSMVENT | NSTRUMENT. (a) An adm nistrator, teacher, other

empl oyee, contractor, or volunteer of a school district or

public charter district commts an offense if, for the primary

purpose of influencing the results of an assessnent instrunment

adm ni stered under this subchapter, the person know ngly:

(1) discrimnates in school adm ssions based on a

student's academ c ability in a nanner that is not otherw se

permtted by | aw,

(2) refers a student to a special education program

under Subchapter A, Chapter 29, or a bilingual or special

| anguage program under Subchapter B, Chapter 29, for the purpose

of gaining an exenption for the student fromthe adm nistration

of the assessnment instrunent;

(3) requires or encourages a student to be absent from

a school <canpus during the day on which the assessnent

instrunent is adm nistered at the canpus;

(4) tanpers with the assessment instrunent or rel ated

materials to alter the results of the assessnent instrunent; or

(5) engages in any other action designed to alter the

accuracy of the results of the assessnent instrunent.

(b) An offense under this section is a state jail felony.

(c) An offense under Subsection (a)(4) is in addition to

any offense under Section 37.10(c)(2), Penal Code, arising from

the sane action.
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SECTI ON 2C. 16. Section 39.051(b), Education Code, as
anmended by Chapters 433 and 805, Acts of the 78th Legislature,
Regul ar Session, 2003, is reenacted and anmended to read as
foll ows:

(b) Performance on the indicators adopted wunder this
section shall be conpared to state-established standards. The
degree of change from one school year to the next in performance
on each indicator adopted under this section shall also be
considered. The indicators nust be based on information that is
di saggregated by race, ethnicity, gender, and socioeconomc
status and nust include:

(1) the results of assessnment instruments required
under Sections 39.023(a), (c), and (I), aggregated by grade
| evel and subject area;

(2) dropout rates, including dropout rates and
district conpletion rates for grade levels 9 through 12,
computed in accordance with standards and definitions adopted by
the National Center for Education Statistics of the United
St ates Departnment of Educati on;

(3) high school graduation rates, conputed in
accordance with standards and definitions adopted in conpliance
with the [federal] No Child Left Behind Act of 2001 (Pub. L. No.
107- 110) ;

(4) student attendance rates;

(5) the percentage of graduating students who attain
scores on the secondary exit-level assessment instrunents
requi red under Subchapter B that are equivalent to a passing
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score on the assessnent [test] instrunent required under Section

51. 3062 [ 54-306];

(6) the percentage of graduating students who neet the
course requirenents established for the recomended hi gh schoo
program by State Board of Education rule;

(7) the results of the Scholastic Assessnment Test
( SAT), t he Ameri can Col | ege Test (ACT), articul at ed
post secondary degree prograns described by Section 61.852, and
certified workforce training progranms described by Chapter 311
Labor Code;

(8) student growth in achievenent, as neasured under

Section 39.034, aggregated by grade | evel and subject area;

(9) the nunber and percentage of students at risk of

droppi ng out of school, the nunber and percentage of those

students who are adnm nistered each assessment i nstrument

required under Section 39.023, the nunber and percentage of

t hose students who perform satisfactorily on the assessnent

instrunents, and the results of those students, grouped by

number and percentage, on the assessment instrunents,

di saggregated by subject area and grade | evel;

(10) the nunmber and percentage of students, aggregated

by grade | evel, provided accelerated instruction under Section
28.0211(c), the results of assessnents adm ni stered under that
section, the percentage of students pronoted through the grade
pl acement comm ttee process under Section 28.0211, the subject
of the assessnment instrunment on which each student failed to
perform satisfactorily, and the performance of those students in
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the school year followng that pronption on the assessnment
instrunents required under Section 39.023;

(11) [69)y] for students who have failed to perform
satisfactorily on an assessnent instrunent required under
Section 39.023(a) or (c), the nunerical progress of those

students grouped by nunmber and percentage on subsequent

assessnent instrunments required under those sections, aggregated
by grade | evel and subject area;

(12) [£26)] the percentage of students exenpted, by
exenption category, from the assessnment program generally
appl i cabl e under this chapter; [and]

(13) [2YH] the percentage of students of Ilinmted
English proficiency exenpted from the admnistration of an
assessnent instrument under Sections 39.027(a)(3) and (4),;

(14) the percentage of students in a special education
program under Subchapter A, Chapter 29, assessed through
assessnent instrunments developed or adopted under Section
39.023(b); and

(15) for students of limted English proficiency, as

defined by Section 29.052, a neasure of progress toward Engli sh

| anguage proficiency, as determned by the conn ssioner,

including the student's performance after transferring out of a

bi |l i ngual education program or instruction in English as a

second | anguage.

SECTION 2C. 17. Section 39.051(d), Education Code, is
anmended to read as foll ows:
(d) Annually, the conmm ssioner shall define exenplary,
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recogni zed, and unacceptable performance for each academc
excel l ence indicator included under Subsections (b)(1) through
(7) [€6)] and shall project the standards for each of those
| evel s of performance for succeeding years. For the indicators
[ Fadicator] under Subsecti ons (b)(10), (11), and (12)

[ Subsection—{b}{7}], the conmi ssioner shall define exenplary,

recogni zed, and wunacceptable performance based on student

performance for the period covering both the current and

precedi ng academ c years. In defining exenplary, recognized,

and unacceptable performance for the indicators under

Subsections (b)(2) and (4) [&3)}], the conm ssioner may not

consi der as a dropout or as a student who has failed to attend

school a student whose failure to attend school results from
(1) the student's expul sion under Section 37.007; and
(2) as applicable:

(A) adjudication as having engaged in delinquent
conduct or conduct indicating a need for supervision, as defined
by Section 51.03, Fam |y Code; or

(B) conviction of and sentencing for an offense
under the Penal Code.

SECTI ON 2C. 18. Section 39.052(b), Education Code, is
anmended to read as foll ows:
(b) The report card shall include the follow ng
i nformati on:
(1) where applicable, the academ c excellence
i ndi cators adopted under Sections 39.051(b)(1) through (15) and

specifically including the indicators adopted under Sections
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39.051(b) (9) and (10) [{9)H;

(2) average class size by grade |evel and subject;

(3) the admnistrative and instructional costs per
student, computed in a manner consistent with Section 44.0071;
and

(4) the district's instructional expenditures ratio
and instructional enployees ratio conputed under Section
44,0071, and the statewi de average of those ratios, as
determ ned by the comm ssioner

SECTION 2C. 19. Effective Septenmber 1, 2006, Sections
39.072(b) and (c), Education Code, are amended to read as
foll ows:

(b) The academ c excellence indicators adopted under
Sections 39.051(b)(1) through (7) and (10) and the district's
current special education conpliance status with the agency
shall be the nmain considerations of the agency in the rating of
the district under this section. Additional criteria in the
rul es may include consideration of:

(1) conpliance wth statutory requirenents and
requi renments inposed by rule of the State Board of Education
under specific statutory authority that relate to:

(A) reporting data through the Public Education
| nformati on Managenment System (PEI MS);

(B) the high school graduation requirenments under
Section 28.025; or

(G anitemlisted in Sections 7.056(e)(3)(C-(1)
that applies to the district;

Page -104 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

(2) the effectiveness of the district's prograns for
speci al popul ations; and

(3) the effectiveness of the district's career and
t echnol ogy prograns.

(c) The agency shall eval uate agai nst state standards and
shall, not later than August 1 of each year, report the
performance of each canpus in a district and each open-
enrollment charter school on the basis of the canpus's
performance on the indicators adopted under Secti ons
39.051(b)(1) through (7) and 10). Consi deration of the
ef fectiveness of district programs under Subsection (b)(2) or
(3) nmust be based on data collected through the Public Education
| nformati on Managenment System for purposes of accountability
under this chapter and include the results of assessnents
requi red under Section 39.023.

SECTI ON 2C. 20. Subchapter D, Chapter 39, Education Code, is
amended by addi ng Section 39.0722 to read as follows:

Sec. 39.0722. MEASURE OF POSTSECONDARY PREPARATION. (a)

In addition to school district perfornmance ratings under Section

39.072, the commi ssioner shall annually rate districts according

to the degree to which the districts prepare students for

post secondary success, including student perfornmance on the

applicabl e indicators under Sections 39.051(b) and 39.0721.

(b) The conmmi ssioner nay adopt rules as necessary to

adm nister this section.

SECTI ON 2C. 21. Sections 39.073(a) and (b), Education Code,
are amended to read as foll ows:
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(a) The agency shall annually review the performance of
each district and canpus on the indicators adopted under
Sections 39.051(b)(1) through (7) and (10) and determne if a
change in the accreditation status of the district is warranted.

Not wi t hst andi ng any other provision of this code, the [Fhe]

comm ssi oner shall [may] determne how all indicators adopted
under Section 39.051(b) may be used to determ ne accountability
ratings and to select districts and canpuses for acknow edgnent.

(b) Each annual review shall include an analysis of the

i ndi cators under Sections 39.051(b)(1) through (7) and (10)

[(6)] to determine district and canpus performance in relation
to:
(1) standards established for each indicator;
(2) required inprovenment as defined under Section
39. 051(c); and
(3) conparable inprovenment as defined by Section
39.051(c).
SECTI ON 2C. 22. Section 39.074(e), Education Code, is
amended to read as follows:
(e) If an annual review indicates |ow performance on one or
nore of the indicators under Sections 39.051(b)(1) through (7)
and (10) of one or nore canpuses in a district, the agency may
conduct an on-site evaluation of those canpuses only.
SECTI ON 2C. 23. Subchapter F, Chapter 39, Education Code, is
amended by addi ng Section 39.113 to read as foll ows:

Sec. 39.113. STATE I NCENTI VE PROGRAM FOR | MPROVI NG STUDENT

PERFORMANCE ON AT- Rl SK CAMPUSES. (a) The comm ssioner shal
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adopt rules to create an incentive award system for annual

gromh in student achievenent. A school that achieves

incremental growth in student achievenent, as described in

Subsection (b), is eligible for an award if the school:

(1) has a student population of at | east 65 percent

educational | y di sadvant aged students;

(2) achieves an accreditation perfornmance rating of

acadenm cally acceptable or better; and

(3) denpnstrates superior growh in the academ c

per f ormance of educationally di sadvant aged students.

(b) The comm ssioner by rule shall adopt performance
criteria to neasure annual growmh in student acadeni c
per f or mance. The comm ssioner shall consider the follow ng

criteria, as applicable:

(1) annual growmh in student achi evenent t hat

contributes to closing performance gaps anobng vari ous

popul ati ons of students;

(2) inprovenents in student scores on the assessnment

instrunents requi red under Section 39.023;

(3) growth in high school conpletion rates;

(4) inprovenent in student scores on coll ege advanced

pl acenent tests; and

(5) any other factor that contributes to student

achi evenent .

(c) From funds appropriated for the purposes of this

section, the comm ssioner shall award grants to canpuses that

nmeet performance criteria adopted under Subsection (b). The
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comm ssioner shall allocate awards to canmpuses not |ater than

Decenmber 1 of each year, based on growth in student achi evenent

as neasured for the preceding two school years.

(c-1) The conmm ssioner shall award grants wunder this

section begi nning Septenber 1, 2007. This subsection expires

January 1, 2008.

(d) At least 75 percent of an award under this section nust

be used for additional teacher conpensation at the canpus |evel.

The conm ssioner by rule shall provide for allocating awards

under this subsection, including providing individual awards of

at | east $3,000 for each teacher at a canpus receiving an award

under this subsection.

(e) Gants from funds appropriated for the award program

may not exceed $50 nmillion each year except as expressly

aut hori zed by the General Appropriations Act or other |aw.

(f) A determnation of the conmm ssioner under this section

is final and may not be appeal ed.

SECTI ON 2C. 24. Section 39. 132, Education Code, is anended
to read as foll ows:

Sec. 39.132. SANCTIONS FOR ACADEM CALLY  UNACCEPTABLE

CAMPUSES. (a) If a canpus performance is bel ow any standard

under Section 39.073 [39-0743{b)], the canpus is considered an

academ cally unacceptable [a—owperformng| canpus. The

conm ssioner may permt the canpus to participate in an

i nnovati ve redesign of the canpus to inprove canpus performnce

or shall [#mmy] take any of the other follow ng actions[—H-sted

H—order—of—severity], to the extent the conmi ssioner determ nes
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necessary:

(1) issue public notice of the deficiency to the board
of trustees;

(2) order a hearing conducted by the board of trustees
at the campus for the purpose of:

(A) notifying the public of the unacceptable
performance, the inprovenents in performance expected by the
agency, and the sanctions that nmay be inposed under this section
if the performance does not inprove within a designated period
of tinme; and

(B) soliciting public coment on the initial

steps being taken to inprove perfornmance;

(3) [order—the preparationof areportregarding-the

[(5)] order the preparation of a student achi evenent
i nprovenent plan that addresses each acadenic excellence
i ndicator for which the canpus's performance is unacceptable,
t he subm ssion of the plan to the comm ssioner for approval, and
i mpl ementati on of the plan;

(4) [€6)] order a hearing to be held before the
comm ssioner or the conm ssioner's designee at which the
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presi dent of the board of trustees, the superintendent, and the
canpus principal shall appear and explain the canpus's |ow
performance, |ack of inprovenment, and plans for inprovenent; or

(5) [€H] appoint a special canpus intervention team
to:

(A) conduct a conprehensive on-site eval uation of
the canpus to determne the cause for the canpus's |ow
performance and | ack of progress;

(B) recomend actions, including reallocation of
resources and technical assistance, changes in school procedures
or operations, staff devel opnent for instructional and
adm ni strative staff, intervention for individual admnistrators
or teachers, waivers from state statute or rule, or other
actions the team consi ders appropri ate;

(C) assist in the devel opnent of a canpus plan
for student achievenent; and

(D) assist the comm ssioner in nmonitoring the

progress of the canpus in inplenmenting the canmpus plan for

i mprovenent of student achi evenent [ —e+

the-campus] .

(a-1) Notwi thstanding Subsection (a), if a canpus has been

identified as academ cally unacceptable under this section or

the canpus is rated academcally acceptable for the current
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school year but would be rated as academ cally unacceptable if

per f ormance standards to be used for the follow ng school vyear

were applied to the current school year, the conm ssi oner shal

sel ect and assign a technical assistance team to assist the

campus in executing a school 1inprovenent plan and any other

school inmprovenent strategies the comm ssioner detern nes

appropri ate. The conm ssioner shall select and assign the

techni cal assi stance team not | ater than:

(1) October 1 after identifying the canpus as

academ cally unacceptable or ot herwi se subj ect to this

subsecti on; or

(2) the 30th day after the date the canpus is provided

notice that the canpus's appeal of its performance rating has

been deni ed.

(b) Notw thstandi ng Subsection (a), if [H] a canpus has

been identified as academ cally unacceptabl e [ atowperformng
campus| for [a—period—ot] two consecutive school vyears [oe+

mo+e], the comm ssioner shall order the reconstitution of

(el o he di . : |

reconstitute] the canpus or pursue alternative managenent under

Section 39.1321. In reconstituting the canpus, a special canpus

intervention team shall be assenbled for the purpose of deciding
whi ch educators may be retained at that canpus. |f an educator
is not retained, the educator nmy be assigned to another
position in the district.

(c) If a student is assigned to attend a canpus that is

reconstituted under Subsection (b), the student is eligible to
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attend another canpus in the district in which the student

resides that is rated academ cally acceptabl e during the period

of reconstitution. The conmmi ssioner by rule shall provide

appropriate funding to ensure transportati on of students under

this subsecti on.

(d) If a canpus is identified as academ cally unacceptabl e

for two consecutive school years after the conm ssioner has

t aken action under Subsection (b), the conm ssion shall order

the closure of the canpus.

SECTI ON 2C. 25. Subchapter G Chapter 39, Education Code, is
amended by adding Sections 39.1321 and 39.1322 to read as
fol |l ows:

Sec. 39.1321. MANAGEMENT OF CERTAI N ACADEM CALLY

UNACCEPTABLE CAMPUSES. (a) A canpus is subject to this section

if the canmpus has been identified as acadeni cally unacceptabl e

under Section 39.132 for two consecutive school years.

(b) The comm ssioner shall solicit proposals fromaqualified

entities to assune nanagenent of a canpus subject to this

secti on.

(c) If the comm ssioner determnes that the basis for

identifying a canpus as academ cally unacceptable is limted to

a specific condition that may be renedied with targeted

techni cal assi stance, the conmi ssi oner may.

(1) provide the canpus a one-year waiver under this

section; and

(2) require the district to contract for the

appropriate technical assi stance.
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(d) The comm ssioner nay annually solicit proposal s under

this section for the nanagenent of a canmpus subject to this

section. The comm ssioner shall notify a qualified entity that

has been approved as a provider under this section. The

district must execute a contract with an approved provi der and

relinqui sh control of the canpus before January 1 of the schoo

year.

(e) To qualify for consideration as a nmanagi ng entity under

this section, the entity nust submt a proposal that provides

information relating to the entity's nanagenent and | eadership

team that will participate in managenent of the canpus under
consideration, including information relating to individuals
t hat have:

(1) docunented success in whole school interventions

that increased the educational and performance |evels of

students in academ cally unacceptabl e canpuses;

(2) a proven record of effectiveness with prograns

assisting | owperform ng students;

(3) a proven ability to apply scientifically based

research to school intervention strategies; and

(4) any other experience or qualifications the

comm ssi oner determ nes necessary.

(f) The school district may negotiate the term of a

managenent contract for not nore than five years with an option

to renew the contract. The managenent contract must include a

provision describing the district's responsibilities in

supporting the operation of the campus. The comm ssi oner shal
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approve the contract before the contract is executed and, as

appropriate, my require the district, as a term of the

contract, to support the canpus in the same manner as the

district was required to support the canpus before the execution

of the nmanagement contract.

(g) A managenent contract under this section shall include

provi sions approved by the conm ssioner that require the

managi ng entity to denonstrate inprovenent in canpus

performance, including negotiated performnce neasures. The

per f ormance neasures nust be consistent with the priorities of

this chapter. The conmi ssioner shall evaluate a managi ng

entity's performance on the first and second anniversaries of

t he date of the nanagenent contract. |f the evaluation fails to

denpnstrate i nprovenent as negoti ated under the contract by the

first anniversary of the date of the managenent contract, the

district may termnate the managenent contract, wth the

comm ssioner's consent, for nonperformance or breach of contract

and sel ect another provider from an approved |ist provided by

the conmm ssioner. If the evaluation fails to denonstrate

significant inprovenent, as determ ned by the conm ssioner, by

t he second anniversary of the date of the managenent contract,

the district shall term nate the nmanagenent contract and sel ect

another provider from an approved list provided by the

comm ssioner or resune operation of the canpus if approved by

t he comm ssi oner. | f the conm ssioner approves the district's

operation of the canpus, the comm ssioner shall assign a

techni cal assistance teamto assist the canpus.
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(h) Notwi thstandi ng any other provision of this code, the

funding for a canpus operated by a nmnaging entity nust be

equi val ent to the funding of the other canpuses in the district

on a per student basis so that the nanaging entity receives the

sane funding the canpus woul d ot herwi se have received.

(i) Each canpus operated by a nanaging entity under this

section is subject to this chapter in the sane nmanner as any

other canpus in the district.

(j) The conmm ssioner may adopt rul es necessary to inpl ement

this section.

Sec. 39.1322. REVIEW OF SANCTI ONS FOR CAMPUSES SERVI NG

RESI DENTI AL FACI LI Tl ES. (a) A school district or public

charter district nay petition the comm ssioner to review an

academ cally unacceptable rating assigned to a canpus if the

campus predom nantly served students residing in a residential

facility during the rating period.

(b) If the comm ssioner determ nes that the basis for

identifying the canpus as acadenically unacceptable was |limted

to a condition that was not related to the educati onal purpose

of the residential facility, the comm ssioner nmay take any of

the follow ng actions as t he comm ssi oner det er m nes

appropri at e:

(1) change, nodify, or suspend the academcally

unacceptabl e rating; or

(2) inpose any sanction otherw se authorized under

Section 39.131 or 39.132.

(c) The comm ssioner may consider a factor other than a
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factor used to assign a rating in evaluating a canpus under this

section. The comm ssioner nmy assign a special canpus

intervention team under Section 39.132(a)(5) at the expense of

t he school district or public charter district as provided by

Section 39.134 to develop a long-term intervention plan to

i nprove services for students.

(d) On a determnation that a canpus subject to this

section is appropriately neeting the educational needs of its

students, the comm ssioner nmay waive revocation of a public

charter district under Section 11A 107(b) for a period not to

exceed two years. A waiver under this subsection may be

extended for additional two-year periods based on subsequent

eval uati ons of the canpus.

(e) This section does not lint the comrissioner's ability

to sanction a public charter district for the perfornmance of a

canpus subject to this section under Section 11A.107(a) or any

ot her | aw.

(f) A decision by the comm ssioner under this section is

final and may not be appeal ed.

SECTI ON 2C. 26. Subchapter G Chapter 39, Education Code, is
amended by addi ng Section 39.1371 to read as follows:

Sec. 39.1371. | NTERVENTI ON OPERATIONS. (a) The agency is

responsi ble for managi ng an i ntervention of a canpus subject to

sanctions under this subchapter.

(b) The agency shall:

(1) nonitor t he progr ess of speci al canpus

intervention teans appointed by the conmm ssioner under this
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subchapt er; and

(2) supervise the activities of the managenent

entities under Section 39.1321.

(c) The agency shall:

(1) establish by rule and publish school inprovenment

obj ecti ves;

(2) advocate for the increased use of research-based

effective practices; and

(3) coordinate canpus inprovenent activities of the

agency and regi onal education service centers.

(d) The comm ssioner nmay contract for services under this

section.

SECTI ON 2C. 27. Section 39.182(a), Education Code, is
anended to read as foll ows:

(a) Not later than Decenber 1 of each year, the agency
shall prepare and deliver to the governor, the |ieutenant
governor, the speaker of the house of representatives, each
menber of the |egislature, the Legislative Budget Board, and the
clerks of the standing conmttees of the senate and house of
representatives with primary jurisdiction over the public school
system a conprehensive report covering the precedi ng school year
and cont ai ni ng:

(1) an evaluation of the achievements of the state
educational programin relation to the statutory goals for the
public educati on system under Section 4.002;

(2) an evaluation of the status of education in the
state as reflected by the academ c excell ence indicators adopted
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under Section 39.051;

(3) a sumary conpilation of over al | st udent
performance on academ c skills assessnent instrunents required
by Section 39.023 with the nunber and percentage of students
exenpted from the adm nistration of those instrunments and the
basis of the exenptions, aggregated by grade |evel, subject
area, canpus, and district, with appropriate interpretations and
anal ysis, and disaggregated by race, ethnicity, gender, and
soci oeconom c st at us;

(4) a summary conpilation of overall performance of

students placed in a disciplinary [an] alternative education

program established under Section 37.008 on academic skills
assessnment instrunments required by Section 39.023 wth the
nunber of those students exenpted from the adm nistration of
those instrunments and the basis of the exenptions, aggregated by
district, grade level, and subject area, wth appropriate
interpretations and analysis, and disaggregated by race,
ethnicity, gender, and soci oeconom c st at us;

(5) a sunmmary conpilation of the progress [eoveralt

performance] of students at risk of dropping out of school, as

defined by Section 29.081(d), including infornmation described by

t he academ c excellence indicators under Sections 39.051(b)(8)-

(11), provided statew de and aggregated by district, on academc

skills assessnment instrunments required by Section 39.023 and any

ot her assessnent instrunent required by the comm ssioner [wth
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-striet—¢grade—level—and—subjeect—areal], wth appropriate
interpretations and analysis, and disaggregated by race,
ethnicity, gender, and soci oeconom c status;

(6) an evaluation of the correlation between student
grades and student performance on academ c skills assessnent
instrunents required by Section 39.023;

(7) a statenment of the dropout rate of students in
grade levels 7 through 12, expressed in the aggregate and by
grade level, and a statenent of the conpletion rates of students
for grade |levels 9 through 12;

(8) a statenent of:

(A) the conpletion rate of students who enter
grade level 9 and graduate not nore than four years |ater;

(B) the conpletion rate of students who enter
grade | evel 9 and graduate, including students who require nore
t han four years to graduate;

(C) the conpletion rate of students who enter
grade level 9 and not nore than four years later receive a high
school equival ency certificate;

(D) the conpletion rate of students who enter
grade level 9 and receive a high school equival ency certificate,
i ncl udi ng students who require nore than four years to receive a
certificate; and

(E) the nunmber and percentage of all students who
have not been accounted for under Paragraph (A, (B), (O, or
(D);

(9) a statenent of the projected cross-sectional and
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| ongi tudi nal dropout rates for grade levels 9 through 12 for the
next five years, assum ng no state action is taken to reduce the
dr opout rate;

(10) a description of a systematic, measurable plan
for reducing the projected cross-sectional and | ongitudinal
dropout rates to five percent or less for the 1997-1998 school
year;

(11) a summary of the information required by Section
29.083 regarding grade level retention of students and
i nformati on concerni ng:

(A) the nunber and percentage of students
retai ned; and

(B) the performance of retained students on
assessnent instruments required under Section 39.023(a);

(12) information, aggregated by district type and
di saggregated by race, ethnicity, gender, and socioeconomc
status, on:

(A) the nunber of students placed in a

disciplinary [an] alternative education program established

under Section 37.008;
(B) the average length of a student's placenent

in a disciplinary [an] alternative educati on program established

under Section 37.008;

(C) the acadenm c performance of students on
assessnment instruments required under Section 39.023(a) during
t he year preceding and during the year follow ng placenent in a

disciplinary [an] alternative education progrant and
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(D) the dropout rates of students who have been

placed in a disciplinary [an] alternative education program

est abl i shed under Section 37.008;

(13) a list of each school district or canpus that
does not satisfy performance standards, with an expl anation of
the actions taken by the conm ssioner to inprove student
performance in the district or canmpus and an eval uation of the
results of those actions;

(14) an evaluation of the status of the curriculum
taught in public schools, with recomendations for |egislative
changes necessary to inprove or nodify the curriculumrequired
by Section 28.002;

(15) a description of all funds received by and each
activity and expenditure of the agency;

(16) a summry and analysis of the instructional
expenditures ratios and instructional enployees ratios of school
districts conputed under Section 44.0071;

(17) a summary of the effect of deregulation,
i ncl udi ng exenptions and wai vers granted under Section 7.056 or
39. 112;

(18) a statenment of the total nunber and |ength of
reports that school districts and school district enpl oyees nust
submt to the agency, identifying which reports are required by
federal statute or rule, state statute, or agency rule, and a
summary of the agency's efforts to reduce overall reporting
requirenents;

(19) a list of each school district that is not in
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conpliance with state special education requirenents, including:

(A) the period for which the district has not
been in conpliance;

(B) the manner in which the agency considered the
district's failure to conply in determining the district's
accreditation status; and

(C) an explanation of the actions taken by the
conm ssioner to ensure conpliance and an evaluation of the
results of those actions;

(20) an evaluation of public charter districts,

i ncl udi ng:

(A) the academ c perfornance of students enroll ed

in public charter districts, disaggregated by race, ethnicity,

gender, and soci oecononi ¢ st at us;

(B) the costs of instruction, admnistration, and

transportation incurred by public charter districts; and

(C other i ssues, as det er m ned by t he

conm ssi oner [ a—conmparison—oflthe performnce of open-enrollnent

(21) any additional information considered inportant

by the comm ssioner or the State Board of Education.
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SECTI ON 2C. 28. Section 39.202(a), Education Code, is
anmended to read as foll ows:

(a) The comm ssioner shall, 1in consultation with the
conptroller, develop and inplenent a financial accountability
rating system for school districts in this state that

di stingui shes anong districts' varying |levels of financial

per formnce.

SECTI ON 2C. 29. Subchapter |, Chapter 39, Education Code, is
amended by addi ng Section 39.205 to read as foll ows:

Sec. 39.205. REPORT TO LEG SLATURE. (a) Not later than

Septenber 1, 2006, the agency shall submt a report to the

| egi slature on the status of the financial accountability system

t hat recommends to the |legislature nethods for |inking schoo

district financi al managenent performance and academ c

per formance.

(b) This section expires Septenber 2, 2006.

SECTI ON 2C. 30. Subchapter A, Chapter 44, Education Code, is
anended by addi ng Section 44.0073 to read as foll ows:

Sec. 44.0073. | NSTRUCTI ONAL COSTS. (a) For purposes of

this section:

(1) "Direct instructional costs" includes a schoo

district's expenses related to instruction, instructional
resources and medi a servi ces, curriculum devel opnent,
instructional staff devel opnent, instructional | eadershi p,

school | eadership, and eval uati on and counseli ng services.

(2) "Indirect instructional costs" includes:

(A) a school district's expenses related to
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soci al work services, health services, student transportation,

food services, facility naintenance and operations, security and

noni toring services, and data processing services; and

(B) paynents to another district under the public

educati on grant program under Subchapter G Chapter 29, paynents

to another district that is a menber of a shared services

arrangenent, paynents to a fiscal agent, and paynents under

Section 37.012 to a juvenile justice alternative education

program
(b) For pur poses of school di strict financi al
accountability, the agency shall identify each district's direct

and indirect instructional costs for the preceding fiscal year

and make that information available to the public on the

agency's Internet website.

PART D. | NSTRUCTI ONAL MATERI ALS
SECTI ON 2D. 01. Section 7.055(b)(28), Education Code, is
amended to read as follows:
(28) The conmi ssioner shall performduties relating to

t he fundi ng, adoption, and purchase of instructional materials

[ textbooks] under Chapter 31.

SECTI ON 2D. 02. Section 7.056(f), Education Code, is anended
to read as foll ows:

(f) A school district or canpus that is required to devel op
and inplenent a student achievenent inprovenent plan under
Section 39.131 or 39.132 may receive an exenption or waiver
under this section fromany |aw or rul e other than:

(1) a prohibition on conduct that constitutes a
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crimnal offense;
(2) a requirenment inposed by federal |aw or rule;
(3) a requirenent, restriction, or prohibition inposed
by state law or rule relating to:
(A) public school accountability as provided by
Subchapters B, C, D, and G Chapter 39; or
(B) educator rights and benefits under
Subchapters A, C, D, E, F, G and |, Chapter 21, or under
Subchapter A, Chapter 22; or

(4) [textbeok] selection of instructional materials

under Chapter 31.
SECTI ON 2D. 03. Section 7.102(c)(23), Education Code, is
amended to read as follows:
(23) The board shall adopt and purchase or |icense

instructional materials [textbooks] as provided by Chapter 31

and adopt rules required by that chapter.

SECTI ON 2D. 04. Sections 7.108(a) and (c), Education Code,
are amended to read as foll ows:

(a) A person interested in selling bonds of any type, [eF]

a publisher, or any other person engaged in manufacturing,

shi pping, selling, or advertising instructional mterials

[ textbooks] or otherwise connected with the instructional

mat eri al [ textbeok] business conmts an offense if the person

makes or authorizes a political contribution to or takes part
in, directly or indirectly, the canpaign of any person seeking
el ection to or serving on the board.

(c) In this section:
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(1) "lInstructional material" and "publisher" have the

nmeani hgs assi gned by Section 31.002.

(2) "Political contribution" has the neaning assigned
by Section 251.001, Election Code.
[ (2)— " Textbook" I : : |y :
31.002-]
SECTI ON 2D. 05. The heading to Section 7.112, Education
Code, is anended to read as foll ows:
Sec. 7.112. REPRESENTATI ON OF [FEXFBOOK| PUBLI SHER OF

| NSTRUCTI ONAL MATERI ALS BY FORMER MEMBER OF BOARD

SECTI ON 2D. 06. Section 7.112(a), Education Code, is anended
to read as foll ows:

(a) A fornmer nenber of the State Board of Education who is
enpl oyed by or otherw se receives conpensation froma [textbook]

publ i sher of instructional materials may not, before the second

anni versary of the date on which the person |ast served as a
menber of the State Board of Educati on:
(1) confer with a nmenber of the board of trustees of a

school district concerning instructional material s [ atextbook]

publ i shed by that [textbeek] publisher; or
(2) appear at a neeting of the board of trustees on
behal f of the [textbeok] publisher
SECTI ON 2D. 07. Section 7.112(c)(2), Education Code, is
amended to read as foll ows:

(2) "Instructional material " and "publisher"”

[ i " " ] have the nmeanings assigned by
Section 31.002.
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SECTI ON 2D. 08. Section 11.158(b), Education Code, is
anended to read as foll ows:
(b) The board may not charge fees for

(1) instructional materials [textbeoks], workbooks,

| aboratory supplies, or ot her supplies necessary for
participation in any instructional course except as authorized
under this code;

(2) field trips required as a part of a basic
educati on program or course;

(3) any specific form of dress necessary for any
requi red educational program or dipl omas;

(4) the paynment of instructional costs for necessary
school personnel enployed in any course or educational program
required for graduation;

(5) library materials [beoks] required to be used for
any educational course or program other than fines for |ost,
damaged, or overdue material s [ books];

(6) admission to any activity the student is required
to attend as a prerequisite to graduation;

(7) admssion to or examnation in any required
educati onal course or prograny or

(8) Ilockers.

SECTI ON 2D. 09. Section 11.164(a), Education Code, is
anended to read as foll ows:

(a) The board of trustees of each school district shal
limt redundant requests for information and the nunber and
length of witten reports that a classroomteacher is required
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to prepare. A classroomteacher may not be required to prepare
any written information other than:

(1) any report concerning the health, safety, or
wel fare of a student;

(2) a report of a student's grade on an assi gnment or
exam nati on;

(3) a report of a student's academ c progress in a
cl ass or course;

(4) a report of a student's grades at the end of each
grade reporting period;

(5) a [textbeooek] report on instructional materials;

(6) a unit or weekly lesson plan that outlines, in a
brief and general manner, the information to be presented during
each period at the secondary level or in each subject or topic
at the elementary |evel;

(7) an attendance report;

(8) any report required for accreditation review,

(9) any information required by a school district that
relates to a conplaint, grievance, or actual or potential
litigation and that requires the classroom teacher's
i nvol vement; or

(10) any information specifically required by I aw,
rul e, or regul ation.

SECTI ON 2D. 10. Section 19.007(e), Education Code, is
amended to read as follows:

(e) The district nmay participate in the instructional

mat eri al s [ textboeek] program under Chapter 31
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SECTI ON 2D. 11. Sections 26.006(a) and (c), Education Code,
are anended to read as follows:
(a) A parent is entitled to:

(1) review all teaching materials, instructiona

materi al s [textbooks], and other teaching aids used in the
cl assroom of the parent's child; and
(2) review each test admnistered to the parent's
child after the test is adm nistered.
(c) A student's parent is entitled to request that the
school district or open-enrollnent charter school the student

attends allow the student to take honme any instructional

mat erials [textbook] used by the student. Subject to the

avai lability of the instructional materials [a—textbeek]|, the

district or school shall honor the request. A student who takes

home instructional materials [a—textbeok] nust return the

instructional materials [textboeok] to school at the begi nning of

the next school day if requested to do so by the student's

t eacher. In this subsection, "instructional mat eri al "

[ “t+extbook™~] has the meani ng assigned by Section 31.002.

SECTI ON 2D. 12. Sections 28.002(c) and (h), Education Code,
are amended to read as foll ows:

(c) The State Board of Education, wth the direct
participation of educators, parents, business and industry
representatives, and enployers shall by rule identify the
essential know edge and skills of each subject of the required
curriculumthat all students should be able to denonstrate and

that wll be wused in evaluating instructional materials
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[ textbooks] under Chapter 31 and addressed on the assessnent
instrunents required under Subchapter B, Chapter 39. As a
condition of accreditation, the board shall require each
district to provide instruction in the essential know edge and
skills at appropriate grade |evels.

(h) The State Board of Education and each school district
shall foster the continuation of the tradition of teaching
United States and Texas history and the free enterprise system

in regular subject matter, [anrd] in social studies, economcCs,

and reading courses, and in the adoption of instructional

materials [textbeoks]. A primary purpose of the public school
curriculum is to prepare thoughtful, active citizens who
understand the inportance of patriotism and can function
productively in a free enterprise society with appreciation for
t he basic denocratic values of our state and national heritage.

SECTI ON 2D. 13. The heading to Chapter 31, Education Code,
is amended to read as follows:

CHAPTER 31. | NSTRUCTI ONAL MATERI ALS [ FEXFBOOKS]

SECTI ON 2D. 14. Section 31.001, Education Code, is anended
to read as foll ows:

Sec. 31.001. FREE | NSTRUCTI ONAL NMATERI ALS [FEXFBOOKS] .

I nstructional materials [Fextbeoks] selected for use in the

public schools shall be furnished without cost to the students
attendi ng those school s.

SECTI ON 2D. 15. Section 31.002, Education Code, is amended
to read as foll ows:

Sec. 31.002. DEFINITIONS. In this chapter:
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(1) "Instructional material" [“Eleectroniectextbook ]

means a nedium or a conbination of nedia for conveying

information to a student. The term includes a book

suppl enentary nmaterials, a conbination of a book, workbook,

suppl enent ary mat eri al s, conput er sof t war e, [ Fhteractive

vi-deeodise|] magnetic nmedia, DVD, CD-ROM conputer courseware,
on-line services, or an electronic nmedium or other neans of
conveying information to the student or otherwi se contributing
to the learning process through electronic neans.

(2) "Publisher™ neans a person who prepares,

manuf actures, or distributes instructional materials for sale or

distribution to public schools. The term includes an on-1line

service or a developer or distributor of [an] electronic

instructional materials [textbook].

(3) "State-adopted” neans adopted by the State Board

of Education under Section 31.024 [“Fextbook—means—a—book—a

lLearning—process.—or—an—electronic-textbook].

(4) "Technol ogical equipnment”" nmeans hardware, a

devi ce, or equi pment necessary for:
(A) instructional use in the classroom including
to gain access to or enhance the use of [an] electronic

instructional materials [textbeok]; or

(B) professional use by a classroomteacher.
SECTI ON 2D. 16. Section 31.003, Education Code, is anended
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to read as foll ows:

Sec. 31.003. RULES. The State Board of Education may adopt
rules, consistent wth this chapter, for the adoption
requi sition, di stribution, care, use, and di sposal of

instructional materials [textbooks].

SECTI ON 2D. 17. Subchapter B, Chapter 31, Education Code, is
amended by anmendi ng Sections 31.021-31.024 and 31.026-31. 030 and
addi ng Sections 31.0211, 31.0221, 31.031, and 31.032 to read as
fol | ows:

Sec. 31.021. STATE | NSTRUCTI ONAL MATERI ALS [ FEXFBOOK]

FUND. (a) The state instructional materials [textbeek] fund

consists of:
(1) an anmount set aside by the State Board of

Education fromthe avail able school fund, conputed in accordance

with this section; and

(2) [alb—+tunds—accruing—from -the state' s —sale—of
disused textbooks—and

[(3)] all anpbunts lawfully paid into the fund from any

ot her source.
(b) The State Board of Education shall annually set aside
out of the available school fund of the state an anount

sufficient for the instructional materials allotnent to provide

[ board] school districts[s] and open-enroll nent charter schools

with the funds required to purchase and distribute the necessary

state-adopted instructional materials [textbeoeks] for the use of

the students of this state for the follow ng school year. The
board shall determ ne the amobunt of the avail able school fund to
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set aside for the state instructional materials [textbeok] fund

based on the ampunt of the allotnent under Section 31.0211 and

on reports of nmaxinmum attendance and anticipated enroll nent

growt h subm tted under Section 31.103.[+

attendance|

(d) Money transferred to the state instructional nmaterials

[ textbook] fund remains in the fund until spent and does not

| apse to the state at the end of the fiscal year.

Sec. 31.0211. | NSTRUCTI ONAL MATERI ALS ALLOTMENT. (a) For

the nmaximum attendance and anticipated enrollnment growth

reported under Section 31.103 in a school vyear, a school

district is entitled to an annual allotment of $70 for each
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student or a greater anpunt provided by appropriation, to be

paid from the state instructional nmaterials fund. The

conmm ssioner may determne for each district the amount of

anticipated enroll mnent growmh for which an allotnent is provided

under this subsection.

(b) In addition to the allotnment provided by Subsection

(a), a school district that contracts with a juvenile justice

alternative educati on program under Section 37.011 is entitled

to an allotment fromthe state instructional materials fund in

an anount determ ned by the comm ssioner. The district and the

program may contract for the program to use the allotnent to

pur chase approved instructional naterials for students enrolled

in the program The conmi ssioner's determ nation under this

subsection is final and nay not be appeal ed. The conni ssi oner

shal |, in coordination with the Texas Juvenile Probation

Conmi ssi on, adopt rules necessary to inplenent this subsection.

(c) Funds allotted under this section may be used only to

pur chase:

(1) state-adopted instructional materials; or

(2) instructional materials authorized by conm ssi oner

wai ver .

(d) This section applies beginning with the 2007-2008

school year. This subsection expires Septenber 1, 2008.

Sec. 31.022. | NSTRUCTI ONAL MATERI ALS [ FEXFBOOK] REVI EW AND

ADOPTI ON CYCLE. (a) The State Board of Education shall adopt a

review and adoption cycle for i nstructional mat eri al s

[ text-books] for el ementary gr ade | evel s, i ncl udi ng
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preki ndergarten, and secondary grade |evels, for each subject in
the required curriculumunder Section 28.002.

(b) The board shall organize the cycle for subjects in the
foundation curriculum so that not nore than one-sixth of the

i nstructional materials [textbooks] for subjects in the

foundation curriculum are revi ewed each year. The board shal
adopt rules to provide for a full and conpl ete investigation of

instructional naterials [textbooks] for each subject in the

foundation curriculum at |east every six years. The adoption of

instructional materials [textbooks] for a subject in the

foundation curriculum my be extended beyond the six-year period

only if the content of instructional materials [textbooks] for a

subject is sufficiently current.
(c) The board shall adopt rules to provide for a full and

conplete investigation of instructional materials [textbooks]

for each subject in the enrichment curriculum on a cycle the

board considers appropriate, but not less than every eight

years.

(d) At least 24 nonths before the beginning of the school

year for which instructional materials [textbeoks] for a

particul ar subject and grade |level wll be purchased under the
revi ew and adoption cycle adopted by the board, the board shal
publish notice of the review and adoption cycle for those

instructional materials [textbooks].

(e) In organizing the cycle for review and adoption of

instructional materials, the board shall:

(1) generally align the cycle with the schedule for

Page -135 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

any revision of the essential know edge and skills under Section

28.002 of the subjects and grade |evels addressed by the

instructional materi al s;

(2) seek advice fromthe Legislative Budget Board and

t he governor's office of budget, planning, and policy before

approvi ng and publishing any notice or anendnent of the cycle;

(3) review and consi der expected average costs of the

instructional materials that will be adopted and the anpunt of

the instructional naterials allotnent to ensure that the anpunt

of the instructional nmaterials that will be adopted over a two-

year period my be purchased wthin the amunt of the

instructional material allotment for that sanme period; and

(4) follow any directive provided in the General

Appropriati ons Act regarding the organi zati on of the cycle.

(f) In addition to organizing a review and adoption cycle,

the board by rule shall allow an instructional nmaterial to be

submtted, reviewed, and adopted at a tinme when the subject or

grade level is not scheduled in the cycle to be considered for

at least two years, in conformance with the procedures for

adoption of other state-adopted instructional naterials. The

board shall place each instructional material submtted under

this subsection and adopted wunder Section 31.024 on an

applicable Iist under Section 31.023.

Sec. 31.0221. CORRECTION OF FACTUAL ERRORS. (a) To

pronmote efficiency in the correction of factual errors during

the instructional nmaterials review and adoption process, the

State Board of Education shall:
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(1) to the extent practicable, conduct the review of

instructional materials using page proofs or other appropriate

draft versions of the instructional materials; and

(2) require the publisher to provide instructional

materials, including page proofs, draft versions, or sanple

i nstructional mat eri al s, directly to state instructiona

materials review panel nenbers in a tinely manner before the

nmenbers neet to conduct a conplete and formal review of the

mat eri al s.

(b) During the instructional naterials review and adopti on

process, the publisher of instructional materials proposed for

adoption in this state shall pronptly correct any factual errors

di scovered in the instructional materials. For purposes of this

section, a factual error includes an objectively verifiable

m stake, including an incorrect reference to a date, place, or

person, an incorrect conputational process or result, or simlar

i ncorrect provisions. A factual error does not include a

difference in professional opinion, conclusion, enphasis, or

perspective expressed in instructional naterials.

(c) If the State Board of Education believes that the

content of an instructional naterial is factually inaccurate

because the content is inconplete or expresses only one

vi ewpoi nt or opinion that is not widely accepted in the academ ¢

conmmunity, the State Board of Educati on shall appoint a panel of

experts and scholars to determne whether the material 1is

factually i naccurate.

(d) The board shall adopt rules authorizing the inposition
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of an adm nistrative penalty in the manner provi ded by Section

31. 151 against a publisher who knowi ngly violates Subsection

(b). In setting the anount of any penalty to be inposed under

this subsection, the board shall consider the stage of the

instructional nmaterials review and adopti on process at which the

violation occurs and set progressively higher penalties for

violations that occur later in the process.

Sec. 31.023. [FE=XFBOSK] LI STS OF STATE- ADOPTED

| NSTRUCTI ONAL MATERI ALS. (a) For each subject and grade | evel

the State Board of Education shall adopt two lists of

instructional mterials |[textbeoks]. The conformng |ist

i ncludes each state-adopted instructional material [textbook]

subm tted for the subject and grade | evel that neets applicable
physi cal specifications adopted by the State Board of Educati on
and contains material covering each elenment of the essenti al
know edge and skills of +the subject and grade |level as
determ ned by the State Board of Education under Section 28.002
and adopted wunder Section 31.024. The nonconformng i st

i ncludes each state-adopted instructional material [textbook]

submtted for the subject and grade |evel that:

(1) neets applicable physical specifications adopted
by the State Board of Educati on;

(2) contains material covering at |east half, but not
all, of the elenments of the essential know edge and skills of
t he subject and grade |evel; and

(3) is adopted under Section 31.024.

(b) Each state-adopted instructional material [textbeek] on
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a conformng or nonconformng list nmust be free from factua
errors.

Sec. 31.024. ADOPTI ON BY STATE BOARD OF EDUCATION. (a) By
maj ority vote, the State Board of Education shall

(1) place each submtted instructional nmateria

[ textbeoek] on a conform ng or nonconformng list; or

(2) reject an instructional material [a—textbook]

subm tted for placenent on a conform ng or nonconformng |ist.
(b) Not later than Decenber 1 of the year preceding the

school year for which the state-adopted instructional materials

[ textbooks] for a particular subject and grade level wll be
purchased under the cycle adopted by the board under Section

31.022, the board shall nmake avail able [provide] the lists of

stat e-adopted instructional materials, including instructional

mat eri al s under Section 31.022(f) [adopted—textbooks] to each

school district. Each nonconform ng list nust include:

(1) the reasons an adopted instructional mterial

[ textbook] is not eligible for the conformng list; and

(2) a list of the essential know edge and skills

contained in an adopted instructional mat eri al on the

nonconfornm ng |ist.

Sec. 31.026. CONTRACT; PRICE. (a) The comm ssioner, wth

t he assistance of the Departnent of Information Resources, the

State Board of Education, and the office of the attorney

general, shall develop nodel contracts that nmay be used by

school districts and open-enrollnent charter schools [ State

Boardof Educationshall execuyte a contract
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[6(H] for the purchase or licensing of instructiona
mat eri al s under this chapter [each—adoptedtextbook—other—than
an—electronictexthbook—and

[ (2>—Ffor the purchaseor—licensingof —each adopted
electronictextbook].

(b) A contract nust require the publisher to provide all of

the instructional materials [thenurber—of textbooks] required

by school districts inthis state for the termof the contract|+
nicl neid th the p I . Le] .
(c) As applicable, a contract nust provide for the purchase

or licensing of instructional materials [a—textbhook] at a

specific price, which nmay not exceed the |owest price paid by
any other state or any school or school district. The price

must be fixed for the term of the contract. The price nmay

decrease if the |lowest price paid by another state or another

school or school district decreases during the term of the

contract.

Sec. 31.027. |INFORMATION TO SCHOOL DI STRICTS; SAMPLE
COPIES. (a) A publisher shall provide each school district and
open-enrol Il ment charter school wth information that fully
descri bes each of the publisher's state-adopted instructiona

mat eri al s [ adepted—textbooks]. On request of a school district,

a publisher shall provide a sanple copy of a state-adopted

instructional material [an—adoptedtextbook].

(b) A publisher shall provide at |east two sanpl e copi es of

each state-adopted instructional material [adeptedtextboeok] to

be maintained for at |l east two years at each regi onal education
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service center or an alternate |ocation designated by the

applicabl e service center.

Sec. 31.028. SPECI AL | NSTRUCTI ONAL MATERI ALS [ F=XTFBOOKS)] .

(a) The State Board of Education nay nake avail abl e [ purchase]

special instructional materials [textbooks] for the education of

blind and visually inpaired students in public schools. I n

addition, from funds appropriated for the purpose, for a teacher

who is blind or visually inpaired, the board shall provide a
teacher's edition in Braille or large type, as requested by the

t eacher, for each printed state-adopted instructional materi al

[ textbook] the teacher uses in the instruction of students. The
teacher edition nust be available at the sane tine the student

instructional material s [textbooks] becone avail abl e.

(b) The publisher of a printed state-adopted instructiona

mat eri al [an—adopted—textboeok] shall provide the agency wth
conputeri zed [textboek] files for the production of Braille

instructional materials [textbooks] or other versions of

instructional materials [textbeoks] to be used by students with

disabilities, on request of the State Board of Educati on. A
publ i sher shall arrange the conputerized [textbook] files in one
of several optional formats specified by the State Board of
Educati on.

(c) The board may al so enter into agreenments providing for
the acceptance, requisition, and distribution of special

instructional mterials [textbooks—and—instructional—ailds]

pursuant to 20 U S.C. Section 101 et seq. for use by students
enrolled in:
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(1) public schools; or
(2) private nonprofit schools, if state funds, other
than for admnistrative costs, are not involved.

(c-1) The board shall require electronic instructional

materials included on the conformng |ist and nonconform ng |i st

under Section 31.023 to conply with the standards established

under Section 508, Rehabilitation Act of 1973 (29 U.S. C Section

794d), if the materials are for use by students enrolled in:

(1) public schools; or

(2) private nonprofit schools, if state funds, other

than for adm nistrative costs, are not invol ved.

(d) In this section:
(1) "Blind or visually inpaired student" includes any
student whose visual acuity is inpaired to the extent that the
student is wunable to read the text [prHAt] in state-adopted

instructional materials [a—+egularly—adoptedtextbook] used in

the student's cl ass.

(2) "Special instructional naterials" |[textbook™]

means instructional materials [a—textbooek] in Braille, |arge

type, audi otape, accessible web page, accessible DvVD CD- ROM or

any ot her nmedium or any apparatus that conveys information to a
student or otherwi se contributes to the |earning process.

Sec. 31.029. BILINGUAL | NSTRUCTI ONAL NATERI ALS [ F=XBOIKS) .

The board shall adopt instructional materials [purechase—or

otherwse—acguire—textbooks] for use in bilingual education

cl asses.

Sec. 31.030. USED | NSTRUCTI ONAL NMATERI ALS [F&2XBOAKS]. The
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State Board of Education shall adopt rules to ensure that used

instructional materials [textboeoks] sold to school districts and

open-enrol Il ment charter schools are not sanple copies that
contain factual errors. The rules may provide for the
inposition of an admnistrative penalty in accordance wth

Section 31.151 against a seller of used instructional naterials

[ textbooks] who knowi ngly violates this section.

Sec. 31.031. SUBSCRI PTI ON- BASED ELECTRONI C | NSTRUCTI ONAL

MATERI ALS. The publisher of a state-adopted electronic

instructional material may offer the nmaterial to school

districts and open-enrollnment charter schools on a subscription

basi s.

Sec. 31.032. UPDATES. The publisher of a state-adopted

instructional nmaterial may update the instructional materi al

and a school district or open-enrollnment charter school nmay

purchase the update. The State Board of Education by rul e shal

provide for an expedited review process to deternm ne the extent

to which updated instructional material aligns wth the

essential know edge and skills and does not contain factua

errors.
SECTI ON 2D. 18. Section 31.101, Education Code, is anended
to read as foll ows:

Sec. 31.101. SELECTION AND PURCHASE OF | NSTRUCTI ONAL

MATERI ALS [ FEXTBOOKS| BY SCHOOL DISTRICTS. (a) Each year,
during any [&] period established by the State Board of
Educati on, the board of trustees of each school district and the
governi ng body of each open-enrollment charter school shall:
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(1) [for—a —subjectinthe foundation—curriculum|

notify the State Board of Education of the state-adopted

instructional materials [textbeoks] selected by the board of

trustees or governing body for the follow ng school year from

anmong the instructional materials [textbeoks] on the appropriate

conform ng or nonconformng list; and [e+]

(2) provide an accounting of the expenditure of its

instructional materials allotnment during that period. [fer——a

(b) The board of trustees of each [H—a] school district or

t he governi ng body of each open-enroll nment charter school shall

use the instructional materials all ot ment to purchase

instructional materials selected by the board of trustees or the

governi ng body [seleets—atextbook] for a [partieular] subject
in the required [enrehment] curriculum [ andgradetlevelthat
. I : . : . List ¢4 hall

I T . :
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needs forthatsubject—and gradelevel ]
(c) A school district or open-enrollnment charter school nay

purchase an instructional material under Subsection (b) only if

the instructional nmaterial is purchased not |ater than the

begi nning of the second school vyear that begins after the

adoption of the conform ng or nonconformng list that includes

the instructional material. This subsection does not apply to:

(1) instructional materials under Section 31.022(f);

(2) the purchase of repl acenent i nstructional

materials due to | oss or danmge; or

(3) the purchase of additional instructional nmaterials

needed because of enrollnment growh [that—selects—atextbook
I : I ﬁ : : : Lot
[(a) L ble f I : F 4 .
book ] : Ll I I I : b I
[ (2>—may—use—ftunds—received from the state under
I : n Ly s hasi I book f hich td

SECTI ON 2D. 19. Section 31.102, Education Code, is anended
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to read as foll ows:

Sec. 31.102. TITLE AND CUSTODY. (a) Except as provided hy

this subsection, each instructional material [Each—textbook]

purchased by the state as provided by this chapter is the

property of this state. Begi nning with the 2007-2008 school

year, each instructional mat eri al purchased through the

instructional materials allotnment by a school district or open-

enrol | mnent charter school is the property of the district or

charter school

(b) Subsection (a) applies to an electronic instructiona

material [textbeok] only to the extent of any applicable
| i censing agreenent.

(c) The board of trustees of a school district or the
governi ng body of an open-enrollnent charter school is the | ega

custodian of instructional materials [textboeks]| purchased as

provided by this chapter for or by the district or school. The

board of trustees or governing body shall distribute

instructional nmaterials [textbeoks] to students in the manner

that the board or governing body determ nes is nost effective
and econom cal

(d) An open-enrollnment charter school nmay not transfer

instructional materials unless the transfer is approved by the

conmi ssioner. The comm ssi oner nmay not approve such a transfer

unl ess the transfer is to another public school of this state.

SECTI ON 2D. 20. Section 31.103, Education Code, is anended
to read as foll ows:

Sec. 31.103. | NSTRUCTI ONAL MATERI ALS [ FEXTBOOK]
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REQUI SITIONS. (a) Not later than the seventh day after the
first school day in April, each principal shall report the
maxi mum att endance for the school to the superintendent. Not
| ater than April 25, the superintendent of a school district or
the chief operating officer of an open-enrollnment charter school

shall report to the comm ssioner the district's or school's

maxi num attendance and anticipated enrollnent growth [te—the

otherwi-se —provi-ded-] A school district or open-enroll ment

charter school shall mke a requisition for instructional

mat eri al s [ a—textboek] on the conform ng or nonconform ng |i st

[ through—the—comr-ssioner] to the instructional nmaterials

[ state] depository designated by the publisher or as provided by

State Board of Education rule, as applicable, not later than

June 1 of each year. The designated instructional materials

[ state] depository or, if the publisher [er—marulacturer]| does

not have a designated instructional materials [textbook]

depository in this state under Section 31.151(a)(6)(B), the

publ i sher [er—mnufacturer]| shall fill a requisition approved by

the agency at any other tinme in the case of an enmergency. [As
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(c) In making a requisition under this section, a school

district or open-enrollnment charter school may requisition

instructional nmaterials [textbeoks] on the conformng or

nonconformng |list for grades above or below the grade level in

whi ch a student is enroll ed] —except—that—thetotal—gquantity—of
bool o I I hi : oy
i hed | | . By

SECTI ON 2D. 21. Sections 31.104-31.106, Education Code, are
amended to read as foll ows:

Sec. 31.104. DI STRI BUTI ON AND HANDLI NG  (a) The board of
trustees of a school district or the governing body of an open-
enrol Il ment charter school may delegate to an enployee the
authority to requisition, purchase, distribute, and manage the

inventory of instructional materials [textbooks] in a manner

consistent with this chapter and rules adopted under this
chapter.
(b) A school district or open-enrollnent charter school nay

order replacenents for instructional materials [textbeeoks] that

have been | ost or damaged directly from

(1) the instructional materials [textbeok| depository;

or

(2) the [textbeeok] publisher of the instructional

materi als [oer—mmanufacturer] if the [textbeek] publisher [er

mahufacturer] does not have a designated instructional materials
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[ text-book] depository I n this state under Section
31.151(a)(6)(B).

(c) Each instructional material [textbeek] nust state that

the instructional material [textbeok] is the property of or is

licensed to this state, school district, or charter school, as

appropriate. Each instructional material [textbeek], other than

an electronic instructional material [textbeok], nust be covered

by the student under the direction of the teacher. A student

must return all instructional materials [textbeoks] to the

teacher at the end of the school year or when the student
wi t hdraws from school .
(d) Each student, or the student's parent or guardian, is

responsible for each instructional material [textbeok] not

returned by the student. A student who fails to return all

instructional materials [textbeoks] forfeits the right to free

instructional naterials [textbeoks] until each instructional

mat eri al [textbeok] previously issued but not returned is paid
for by the student, parent, or guardian. As provided by policy
of the board of trustees or governing body, a school district or
open-enrol Il ment charter school may waive or reduce the paynent
requirement if the student is froma |lowincome famly. The

district or school shall allow the student to use instructional

mat eri al s [textbeeks] at school during each school day. |[If an

instructional material [a—textbook] is not returned or paid for

the district or school may wi thhold the student's records. A
district or school may not, under this subsection, prevent a
student from graduating, participating in a graduation cerenony,
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or receiving a diplom.
(e) The board of trustees of a school district may not

require an enployee of the district to pay for an instructional

mat erial [a—textbeek] or instructional technology that is
stol en, m splaced, or not returned by a student.

Sec. 31.105. SALE OF I NSTRUCTI ONAL MATERI ALS [ FEXFBOOKS] .

The board of trustees of a school district or governing body of

an open-enrollment charter school my sell instructional

materials [textbooks], other than electronic instructional

mat eri al s [textbooks], to a student or another school [at—the

state—contract—price]. The district shall wuse [send] noney

received fromthe sale of instructional materials in accordance

with uses prescribed by Section 31.0211. [ textbooksto-the
. . L I .. . I ..
hall d . I . I book_f R
Sec. 31.106. USE OF LOCAL FUNDS. In addition to any

instructional materials [textbook]| selected under this chapter,

a school district or open-enrollnent charter school may use

| ocal funds to purchase any instructional materials [textbooks].

SECTI ON 2D. 22. The heading to Section 31.151, Education
Code, is anended to read as foll ows:

Sec. 31.151. DUTIES OF PUBLI SHERS [ AND—MANUFACTURERS] .

SECTI ON 2D. 23. Sections 31.151(a), (b), and (d), Education
Code, are anmended to read as foll ows:

(a) A publisher [e+—+mnhufacturer] of instructiona

mat eri al s [ textbooeks] :

(1) shall furnish any | nstructional mat eri al
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[ textbook] the publisher [oer—mahufacturer] offers in this
state[] at a price that does not exceed the |owest price at

which the publisher offers that instructional mat eri al

[ textbook] for adoption or sale to any state, public school, or
school district in the United States;
(2) shall automatically reduce the price of an

instructional material [a—textbeook] sold for use in a school

district or open-enrollnent charter school to the extent that
the price is reduced el sewhere in the United States;

(3) shall provi de any i nstructional mat eri al

[ textbook] or ancillary itemfree of charge in this state to the
sane extent that the publisher [er—anufacturer] provides the

instructional material [textbeok] or ancillary item free of

charge to any state, public school, or school district in the
Uni ted States;

(4) shall guarantee that each copy of an instructional

material [a—textbook] sold in this state is at |east equal in

quality to copies of that instructional naterial [textbook] sold

el sewhere in the United States and is free fromfactual error;
(5) may not become associated or connected wth,
directly or indirectly, any conbination in restraint of trade in

i nstructional materials [ textbooks] or ent er into any

under standing or conbination to control prices or restrict

conpetition in the sale of instructional material s [textbooks]

for use in this state;
(6) shall:
(A) mintain a depository in this state or
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arrange with a depository in this state to receive and fill

orders for instructional materials [textbooks], other than

el ectronic instructional materials or electronic instructional

mat eri al [ ep~tH-ne—textbooks—or—on-tHne—textboeok] conponents,
consistent with State Board of Education rules; or

(B) deliver instructional material s [textbooks]

to a school district or open-enrollnment charter school w thout a
delivery charge to the school district, open-enrollnment charter
school, or state, if:

(i) the publisher [er—anufacturer]| does not
mai ntain or arrange with a depository in this state under

Paragraph (A) and the publisher's instructional materials [e+

mahufacturer—stextbooks| and rel ated products are warehoused or
ot herwi se stored less than 300 mles from a border of this
state; or

(ii1) the instructional material s [textbooks]

are el ectronic i nstructi onal mat eri al s or el ectronic

i nstructional material [eptine—textbooks—or—on-tHnetextbook]

component s;

(7) shall, at the time an order for instructiona

materials [textbooks] is acknow edged, provide to schoo
districts or open-enrollnent charter schools an accurate

shi pping date for instructional materials [textbeeks] that are

back- order ed;

(8) shall guarantee delivery of i nstructional

materials [textbooks] at |east 10 business days before the

openi ng day of school of the year for which the instructiona
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mat eri al s [textbooks]| are ordered if the instructional materials

[ textbooks] are ordered by a date specified in the sales
contract; and
(9) shall submt to the State Board of Education an

affidavit certifying any instructional material [textbeok] the

publ i sher [e+—manufacturer] offers in this state to be free of
factual errors at the time the publisher executes the contract
required by Section 31.026.

(b) The State Board of Education may inpose a reasonable
adm ni strative penalty against a publisher [er—manufacturer] who
knowi ngly viol ates Subsection (a). The board shall provide for
a hearing to be held to determ ne whether a penalty is to be
i nposed and, if so, the amount of the penalty. The board shal
base the amount of the penalty on:

(1) the seriousness of the violation;
(2) any history of a previous violation;
(3) the anmount necessary to deter a future violation
(4) any effort to correct the violation; and
(5) any other matter justice requires.
(d) A penalty collected under this section shall be

deposited to the credit of the state instructional materials

[ textbook] fund.
SECTI ON 2D. 24. The heading to Section 31.152, Education
Code, is anended to read as foll ows:

Sec. 31.152. ACCEPTI NG REBATE ON | NSTRUCTI ONAL MATERI ALS

[ TEXTBOOKS] .
SECTI ON 2D. 25. Sections 31.152(a), (b), and (d), Education
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Code, are anended to read as follows:
(a) A school trustee, admnistrator, or teacher commts an
offense if that person receives any comm ssion or rebate on any

instructional materials [textboeeks] used in the schools with

whi ch the person is associated as a trustee, adm nistrator, or
t eacher.
(b) A school trustee, adm nistrator, or teacher commts an
offense if the person accepts a gift, favor, or service that:
(1) 1is given to the person or the person's school
(2) mght reasonably tend to influence a trustee

adm ni strator, or teacher in the selection of instructional

mat eri al s [ a—textbeok]; and
(3) could not be lawfully purchased with funds from

the state instructional material s [textboek] fund.

(d) In this section, "gift, favor, or service" does not
i ncl ude:
(1) staff devel opment, I n-service, or t eacher
training; or
(2) instructional material s[~] such as mps or
wor ksheet s[ —that—conveyinfornmation-to-the student—or—otherwse
contrbutetothetearntngprocess].
SECTI ON 2D. 26. The heading to Section 31.153, Education
Code, is anended to read as foll ows:

Sec. 31.153. VIOLATION OF FREE | NSTRUCTI ONAL MATERI ALS

[ FEXFBOOK] LAW
SECTI ON 2D. 27. Section 31.153(a), Education Code, is
anended to read as foll ows:
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(a) A person commts an offense if the person know ngly
viol ates any | aw providing for the purchase or distribution of

free instructional materials [textbooeks] for the public schools.

SECTI ON 2D. 28. Subchapter E, Chapter 31, Education Code, is
amended to read as foll ows:
SUBCHAPTER E. DI SPOSI TI ON OF

| NSTRUCTI ONAL MATERI ALS [ FEXTBOOKS]

Sec. 31.201. DI SPOSITION OF | NSTRUCTI ONAL MATERI ALS

[ FTEXTBOOKS] . (a) The comm ssioner, with the approval of the
St ate Board of Education, may provide for the disposition of:

(1) instructional materials [textbeoks], other than

electronic instructional naterials [textboeeks], that are no

| onger in acceptable condition to be used for instructional
pur poses; or

(2) discontinued instructional materials [textbeeks],

ot her than electronic instructional material s [textboeoks].

(b) The conm ssioner, as provided by rules adopted by the
St ate Board of Education, shall make avail abl e on request copies

of discontinued instructional materials [textbeeks], other than

electronic instructional materials [textbeoks], for wuse in

libraries mintained in nmunicipal and county jails and
facilities of the institutional division of the Texas Departnent
of Crimnal Justice and other state agencies.

(c) The State Board of Education shall adopt rules under
whi ch a school district or open-enrollnment charter school may

donate discontinued instructional materials [textbeeks], other

than electronic instructional materials [textbeooks], to a
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student, to an adult education program or to a nonprofit
organi zati on.

SECTI ON 2D. 29. The heading to Section 32.005, Hucation
Code, is anended to read as foll ows:

Sec. 32.005. | NSTRUCTI ONAL MATERIALS AND  TECHNOLOGY

ALLOTMENT.
SECTI ON 2D. 30. Sections 32.005(a) and (b), Education Code,
are anmended to read as foll ows:

(a) For each student in average daily attendance in a

school year, a [Eaeh] school district or open-enrollnment charter

school is entitled to an allotnent of $30 [fer—each—student—in

average—dailyattendance] or a greater [different] anount for

any year provided by appropriation, to be used as provided by

Subsection (b).

(b) An allotnment under this section may be used [enly] to:
(1) provide for the purchase by school districts of

systens or conponents of:

(A) wreless electronic nobile conputing devices

or other technol ogy devices that convey instruction,;

(B) productivity hardware or software, including

writing, conputation, presentation, and comruni cation tools;

(C) electronic |learning software aligned with the

essential skills and know edge adopted by the State Board of

Educati on under Section 28.002;

(D) library and other research tools;

(E) electronic assessnent tools;

(F) electronic | ear ni ng t ool s to I nprove
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comruni cati ons anmong students, teachers, school adm nistrators,

parents, and the comunity;

(G classroom and school nmnagenent systens; and

(H portable electronic instructional materi al

devi ces capable of supporting instructional naterial for each

subject in the foundation and enrichnment curricul um [ elect+roniec

lLearning]; [and]

(2) provide professional devel opnent for educationa

personnel responsible for direct instruction to integrate the

tools and sol uti ons descri bed by Subdivision (1); and

(3) acquire additional infrastructure and technol ogi es

necessary to support and enhance the tools and solutions

described by Subdivision (1) [pay—fer—training—educational
personnel—directty —involved i n—student—learning—in—the
appropriate—use of electronictextbooks—and for providingfor

hroloaical : : . . | ]
SECTI ON 2D. 31. Section 32.156, Education Code, as added by

Chapter 1216, Acts of the 78th Legislature, Regular Session,
2003, is anmended to read as foll ows:

Sec. 32.156. ON-LINE | NSTRUCTI ONAL MATERI ALS [ F=XTFBOOKS)] .

(a) The agency nmay develop and adopt strategies for making

instructional materials [textbooks] available through the porta

or through other means in an electronic fornmat as an alternative

or suppl enment to traditional i nstructional materi al s

[ text-books] .
(b) In developing and adopting strategies under this
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section, the agency shall seek to achieve a system under which a

student may, in addition to [a] traditional instructional

mat eri al s [textboek], be provided with secure Internet access to

each instructional material [textboek] used by the student.

SECTI ON 2D. 32. Section 32.161(b), Education Code, is
anmended to read as foll ows:

(b) To the extent possible considering other statutory
requi renents, the conm ssioner and agency shall encourage the

use of instructional materials [textbeek] funds under Section

31.021 and technology allotnment funds under Section 32.005
[ 3023 (b)(2)] in a manner that facilitates the devel opment and
use of the portal.

SECTI ON 2D. 33. Section 31.0221, Education Code, as added by
this part, applies only to instructional materials submtted for
review by the State Board of Education on or after the effective
date of this Act. Instructional materials submtted for review
before the effective date of this Act are governed by the law in
effect when the instructional materials were submtted for
review, and the fornmer law is continued in effect for that
pur pose.

SECTI ON 2D. 34. (a) This section applies to a contract
entered into by the State Board of Education before January 1,
2005, for the purchase of an adopted instructional material, as
that term is defined by Section 31.002, Education Code, as
amended by this part, or the purchase or |icensing of an
el ectronic instructional material.

(b) A contract described by Subsection (a) of this section

Page -158 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

continues in effect as a state contract for the remainder of the
contract term and the former law is continued in effect for
t hat purpose.
PART E. DUAL LANGUAGE EDUCATI ON
SECTI ON 2E. 01. Subchapter B, Chapter 21, Education Code, is
anended by adding Sections 21.0485 and 21.0486 to read as
fol | ows:

Sec. 21.0485. DUAL LANGUAGE EDUCATI ON TEACHER

CERTI FI CATI ON. (a) To ensure that there are teachers wth

special training to work with other teachers and with students

in a dual | anguage education program the board shall establish

a dual | anguage education teaching certificate.

(b) The board shall propose rules establishing the training

requi renents, including the m nimum academ ¢ qualifications, a

person must acconplish to obtain a certificate under this

secti on.

(c) The board shall propose rules establishing the

requi renents for a teacher who receives training in a foreign

country to obtain a certificate under this section.

Sec. 21.0486. MASTER LANGUAGE TEACHER CERTI FI CATI ON.

(a) To ensure that there are teachers with special training to

work with other teachers and with students in order to inprove

student performance in English and other |anguages, the board

shall establish

(1) a master |anguage teacher certificate to teach

bi | i ngual education, dual |anguage instruction, or English as a

second | anguage at el enentary school grade |evels;
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(2) a master |anguage teacher certificate to teach

bi | i ngual education, dual | anguage instruction, or English as a

second | anguage at m ddl e school grade |evels; and

(3) a master |anguage teacher certificate to teach

dual | anguage instruction at high school grade |evels.

(b) The board shall issue the appropriate master | anguage

teacher certificate to each eligible person.

(c) To be eligible for a master |anguage teacher

certificate, a person nust:

(1) bhold a teaching certificate issued under this

subchapt er;

(2) bhave at | east three years of experience teaching

bi |l i ngual education, dual | anguage instruction, or English as a

second | anguage;

(3) satisfactorily conplete a know edge- based course

of instruction on second | anguage acqui sition and the science of

t eaching children |anguage that includes training in |anguage

instruction and professional peer nentoring techniques that,

t hrough scientific testing, have been proven effective;

(4) performsatisfactorily on the appropriate naster

| anguage certification exan nation prescribed by the board; and

(5) satisfy any other requirenments prescribed by the

board.

SECTI ON 2E. 02. Section 21.050(b), Education Code, is
amended to read as follows:

(b) The board may not require nore than 18 senester credit
hours of education courses at the baccal aureate [evel for the
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granting of a teaching certificate. The board shall provide for
a m ni mum nunber of senester credit hours of internship to be
included in the hours needed for certification. The board may
propose rul es requiring addi ti onal credit hour s for

certification in bilingual education, dual |anguage instruction,

English as a second | anguage, early childhood education, or
speci al educati on.

SECTI ON 2E. 03. Section 21.054, Education Code, is amended
by addi ng Subsection (c) to read as foll ows:

(c) Rules proposed under Subsection (a) nust pernt an

educator to fulfill <continuing education requirenents by

acquiring conversational skills in one or nore | anguages ot her

t han English and academ c | anguage devel opnent in the subject

area for which the educator provides instruction. The rul es

nmust permt educators to obtain | anguage instruction through a

vari ety of nmethods, including attendance at workshops offered by

qualified entities and enrollnent on a noncredit basis in

courses offered by public or private colleges and universities.

SECTI ON 2E. 04. Subchapter B, Chapter 21, Education Code, is
anmended by addi ng Section 21.060 to read as foll ows:

Sec. 21.060. NOTICE OF EDUCATI ONAL Al DE TUI TI ON EXEMPTI ON

On issuing an educator certificate to an educational aide or

renewi ng such a certificate, the board shall notify the person

to whom the certificate is issued of the existence of the

educati onal ai de exenption under Section 54.214.

SECTI ON 2E. 05. Section 28.0051, Education Code, is anended
by addi ng Subsection (d) to read as foll ows:
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(d) The State Board for Educator Certification shall

provide for the issuance of teaching certificates appropriate

for dual | anguage instruction to teachers who:

(1) possess a speaking, reading, and witing | anguage

ability in a l|anguage other than English in which a dual

| anguage i mersion programis offered; and

(2) nmeet the general requirenents of Subchapter B,

Chapter 21.

SECTI ON 2E. 06. Subchapter A, Chapter 28, Education Code, is
anended by addi ng Section 28.0052 to read as follows:

Sec. 28.0052. DUAL LANGUAGE EDUCATI ON PI LOT PRQJIECT. (a)

The commi ssioner shall establish a pilot project in school

districts selected by the comm ssioner under which the agency

exam nes dual |anguage education prograns and the effect of

t hose prograns on a student's ability to graduate from high

school .

(b) In selecting school districts under Subsection (a), the

comm ssi oner shall:

(1) select districts that:

(A) will conmmt to a three-year dual |anguage

educati on program and

(B) denpbnstrate a substantially equal enroll nent

of students with limted English proficiency and students whose

prinmary | anguage is English or, if a district does not have a

sufficient nunmber of limted English proficiency students to

neet the equal enrollnment standard, include the enroll nent of

students with Ilimted English proficiency, students whose
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primary | anguage is English, and bilingual students; and

(2) give preference to a district that:

(A) denonstrates the potential for expanding the

program t hrough m ddl e school; and

(B) wll i npl enent t he program at t he

ki ndergarten | evel.

(c) The comm ssioner by rule shall require a district to

limt activities of the dual |anguage educati on program during

the first year of the programto planning activities, including:

(1) hiring, training, and certifying teachers;

(2) establishing parental and community support for

t he progrant and

(3) acquiring adequate learning naterials in both

program | anguages.

(d) From anpunts appropriated for the purpose, the

comm ssioner shall award grants to school districts that

participate in the program A grant under this section nust be

in an anmpunt sufficient to pay the costs to the district of

participating in the program as deterni ned by the comm ssi oner.

A determ nation of the conmm ssioner under this subsection is

final and may not be appeal ed.

(e) A school district that applies for the expansi on of an

exi sting dual | anguage education programis eligible for a grant

under Subsection (d).

(f) A school district may use a grant awarded under

Subsection (d) for:

(1) <classroommaterials;
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(2) tuition and textbook expenses for students seeking

teacher certification under Section 21.0485; and

(3) other necessary costs of operating the program as

approved by the comm ssi oner.

(g) The agency shall report to the | eqgislature describing

t he agency's activities under the pilot project, the effect of

t he project on grade-level conpletion, and the recomendati ons

arising fromthe project. The agency shall submit an interim

report under this subsection not later than January 1, 2009, and

a final report not later than January 1, 2011.

(h) This section expires August 1, 2011.

SECTION 2E. 07. Not |ater than January 1, 2006, the State
Board for Educator Certification shall propose rules:

(1) establishing requirenments and prescribing an
exam nation for master |anguage teacher certification as
required by Section 21.0486, Education Code, as added by this
Act ;

(2) establishing requirenments and prescribing an
exam nation for dual |anguage instruction teacher certification
as required by Section 21.050(b), Education Code, as anmended by
this Act, and Section 28.0051(d), Education Code, as added by
this Act; and

(3) permtting an educator to fulfill continuing
education requirenments by acquiring conversational skill in a
| anguage other than English as required by Section 21.054(c),
Educati on Code, as added by this Act.

PART F. STATE GOVERNANCE
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SECTI ON 2F. 01. Subchapter B, Chapter 7, Education Code, is
anmended by addi ng Section 7.0211 to read as foll ows:

Sec. 7.0211. A FTS, GRANTS, OR DONATI ONS. The agency may

receive gifts, grants, or donations from any public or private

source to perform any educational function the agency is

aut horized to perform by | aw.

SECTI ON 2F. 02. Section 61.076, Education Code, is anended
by addi ng Subsections (c) and (d) to read as foll ows:

(c) On or before January 1, 2007, the P-16 council shall

(1) review existing school district prograns that

provi de high school students with the opportunity to enroll in

advanced acadenic courses offered through dual <credit and

concurrent enrollnment prograns, including review ng courses

currently approved by districts and offered by institutions of

hi gher education for dual and concurrent enrollnment credit;

(2) review the high school curriculumrequired for the

recomended hi gh school program under Section 28.025 and study

the feasibility of offering a revised curriculum that woul d

provi de graduating high school students with at |east 12 hours

of advanced academ c courses or college | evel coursework offered

t hrough dual credit and concurrent enroll ment progranms provi ded

under agreenments between high schools and institutions of higher

educati on; and

(3) prepare and deliver a report based on the revi ew

and study to the governor, the |lieutenant governor, the speaker

of the house of representatives, and the presiding officer of

the standing commttee of each house of the legislature with
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primary jurisdiction over public education.

(d) Subsection (c) and this subsection expire January 2,

2007.

PART G. SCHOOL DI SCI PLI NE
SECTI ON 2G. 01. Chapter 26, Education Code, is anmended by
addi ng Section 26.0083 to read as follows:

Sec. 26.0083. RIGHT TO PROMPT NOTICE OF DI SClIPLINARY

ACTI ON. (a) A parent is entitled to notice from a schoo

district or open-enrollnment charter school as provided by this

section if the parent's child is renmoved from class under

Section 37.006 for placenent in a disciplinary alternative

educati on program or under Section 37.007 for expulsion or

pl acenent in a juvenile justice alternative education program

A school district or open-enrollnment charter school shall nake a

good faith effort to provide the notice required by this

subsection on the sane day the parent's child is renmoved from

class. |If the district or school fails to provide the notice on

that day, the district or school shall provide or mail the

notice not later than 5 p.m on the first business day after the

day the student is renpved from cl ass.

(b) A noncustodial parent who has requested notice of

di sciplinary actions as provided by Section 37.0091 is entitled

to notice under Subsection (a).

SECTI ON 2G. 02. Section 37.008, Education Code, is anended
by anmendi ng Subsections (m and (m 1) and addi ng Subsection (n)
to read as follows:

(m Notwi thstanding Section 7.027, as added by Chapter 201,
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Acts of the 78th Legislature, Regular Session, 2003, the [Fhe]

comm ssi oner shall adopt rules necessary to eval uate through an

annual nonitoring process [anrnually] the performance of each

district's di sciplinary alternative educati on program

established under this subchapter. The nonitoring process

[ evaluation] required by this section nay be electronic and

shall be based on indicators defined by the comm ssioner, but
must i nclude student performance on assessnment instruments

requi red under Section [Seetioens| 39.023(a) and at |east one

i ndicator that neasures student acadenm c progress [anrd—c)].

Academ cally, the m ssion of disciplinary alternative education
progranms shall be to enable students to perform at grade |evel.

(m1) The agency shall integrate the nonitoring process

devel oped under Subsection (m with the nonitoring the agency is

authorized to conduct under Section 7.027(a), as added by

Chapter 201, Acts of the 78th Legislature, Regular Session,

2003. The conm ssi oner may require [shall—developaprocessfor
evaluating] a school district to contract at the district's

expense in the nmanner provided by Section 39.134 with a public

or private service provider for services determ ned by the

conm ssi oner to be necessary to:

(1) inprove student perfornmance;

(2) inprove disciplinary alternative education program

ef fecti veness; and
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losi I g g ' . I hich rick of havi
. i ceinli | . I . I :
fai-HHng—te] comply with disciplinary alternative education

program state and federal requirenents.

(n) [ +he—conm-ssi-oner—shakH—notitytheboard—oltrustees—of

appropriate—and-the attorney general—| The conmmi ssioner is

entitled to access to all district records the conmm ssioner
consi ders necessary or appropriate for the review, analysis, or
approval of disciplinary alternative education program dat a.

SECTI ON 2G. 03. Sections 37.020(b) and (c), Education Code,
are anmended to read as follows:

(b) For each placement in a disciplinary alternative
educati on program established under Section 37.008, the district
shal | report:

(1) information identifying the student, including the
student's race, sex, and date of birth, that will enable the
agency to conpare placenent data with information collected
t hrough ot her reports;

(2) information indicating whether the student was
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enrolled in a special education program under Subchapter A,

Chapter 29, at the tine of the placenent;

(3) information indicating whether the placement was
based on:

(A) conduct violating the student code of conduct
adopt ed under Section 37.001;

(B) conduct for which a student may be renpved
fromclass under Section 37.002(b);

(C) conduct for which placenent in a disciplinary
alternative education programis required by Section 37.006; or

(D) conduct occurring while a student was
enrolled in another district and for which placenent in a
disciplinary alternative education program is permtted by
Section 37.008(j);

(4) [63] the nunber of full or partial days the
student was assigned to the program and the number of full or
parti al days the student attended the program and

(5 [4] the nunber of pl acenents that wer e
inconsistent with the guidelines included in the student code of
conduct under Section 37.001(a)(5).

(c) For each expul sion under Section 37.007, the district
shal | report:

(1) information identifying the student, including the
student's race, sex, and date of birth, that will enable the
agency to conpare placenent data with information collected
t hrough ot her reports;

(2) information indicating whether the student was
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enrolled in a special education program under Subchapter A,

Chapter 29, at the tine of the expul sion;

(3) information indicating whether the expul sion was
based on:
(A) conduct for which expulsion is required under
Section 37.007, including information specifically indicating
whet her a student was expelled on the basis of Section
37.007(e); or
(B) conduct for which expulsion is permtted
under Section 37.007;
(4) [63)] the nunber of full or partial days the
student was expell ed;
(5) [€4)] information indicating whether:
(A) the student was placed in a juvenile justice
alternative education program under Section 37.011;
(B) the student was placed in a disciplinary
al ternative education prograny or
(C) the student was not placed in a juvenile
justice or other disciplinary alternative education program and
(6) [65] the nunber of expul sions that wer e
i nconsistent with the guidelines included in the student code of
conduct under Section 37.001(a)(5).
PART H CRIM NAL HI STORY RECORDS | NFORVATI ON
SECTI ON 2H. 01. Subchapter B, Chapter 21, Education Code, is
amended by addi ng Section 21.0401 to read as follows:

Sec. 21.0401. COLLECTION OF FINGERPRINTS REQUI RED. The

board shall obtain a conplete set of fingerprints from
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(1) each applicant for a certificate issued under this

subchapt er;

(2) each applicant for or holder of a teaching permt

i ssued under this subchapter; and

(3) each person described by Section 11A 153 or

Section 21.0032 for whomthe board has received informati on from

a public charter district.

SECTI ON 2H. 02. Section 21.041(c), Education Code, is
amended to read as follows:
(c) The board shall propose rules [a—+ule] adopting fees [a
fee] for:
(1) the issuance and mai ntenance of each [anr] educator
certificate that is adequate to cover the cost of adm nistration

of this subchapter, including any anpbunt necessary to cover the

cost of obtaining fingerprints under Section 21.0401 or

conducti ng a nati onal cri m nal backgr ound review and

i nvestigation under Sections 21.0032 and 22.082; and

(2) the cost of obtaining fingerprints from or

conducting a national crimnal background review of a hol der of

a teaching permt issued under this subchapter.

SECTI ON 2H. 03. Section 22.082, Education Code, is anmended
to read as follows:

Sec. 22.082. ACCESS TO CRIM NAL HI STORY RECORDS BY STATE
BOARD FOR EDUCATOR CERTI FI CATI ON. (a) The State Board for
Educator Certification shall obtain fromany | aw enforcenent or

crimnal justice agency all state and national crimnal history

record information that relates to:
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(1) an applicant for or holder of a certificate or

permt issued under Subchapter B, Chapter 21; or

(2) a person described by Section 11A. 153 or 21.0032.

(b) The board shall require each applicant, hol der, and

person descri bed by Subsection (a)(2) to pay any costs to the

board related to obtaining crimnal history record information

related to the person under this section.

SECTI ON 2H. 04. Section 411. 090, Covernnent Code, is anended
to read as foll ows:
Sec. 411.090. ACCESS TO CRIM NAL H STORY RECORD | NFORNVATI ON

AND FI NGERPRI NTS: STATE BOARD FOR EDUCATOR CERTI FI CATI ON

(a) The State Board for Educator Certification is entitled to
obtain from the departnment any crimnal history record
i nformati on mai ntai ned by the departnent about:

(1) a person who has applied or expressed to the board

an intention to apply [te—thebeard] for a certificate or permt

under Subchapter B, Chapter 21, Education Code; or

(2) a person described by Section 11A 153 or 21.0032,

Educati on Code.

(b) Crimmnal history record information obtained by the
board under Subsection (a):

(1) may be used for any purpose related to the

i ssuance, denial, suspension, or cancellation of a certificate

or pernmt under Subchapter B, Chapter 21, Education Code, or for

any purpose authorized by Section 11A 153 or 21.0032, Education
Code [ issued—by—theboard]; and

(2) may not be released to any person except on court
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order or with the consent of the subject of the crimnal history

record i nformation [apptH-ecant—for—a—certificate—and
[ (3)—shall—be destroyed by the board after the
Lt . . W, I hori I ]|

(c) The board nay keep on file with the department all

fingerprints obtained by the board under Section 21.0401,

Educati on Code. The departnment shall notify the board of the

arrest of any person who has fingerprints on file with the

departnent pursuant to that section.

(d) On receipt of notice fromthe departnent of an arrest

of a person described by Section 11A. 153 or 21.0032, Educati on

Code, the board shall notify the public charter district

af f ect ed.
ARTI CLE 3. STATE PROPERTY TAX
SECTION 3.01. Chapter 45, Education Code, is anmended by
addi ng Subchapter | to read as foll ows:

SUBCHAPTER | . STATE AD VALOREM TAX

Sec. 45.251. STATE AD VALOREM TAX. (a) A state ad val orem

tax for elenentary and secondary school purposes is inposed on

all taxable property in this state.

(b) The tax is inposed at the rate of $0.85 per $100 of

t axabl e val ue of property subject to the tax.

(c) Except as otherwi se provided by |aw, the state shall be

treated, for purposes of the state ad valoremtax, as a taxing

unit under Title 1, Tax Code.

Sec. 45.252. APPRAI SAL OF PROPERTY. (a) Property subject

to the state ad valoremtax shall be appraised by the appraisa
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district that appraises property for taxation by the schoo

district in which the property has taxabl e situs under Chapter

21, Tax Code.

(b) Property subject to the state ad val oremtax shall be

apprai sed in the manner provided by Title 1, Tax Code, for the

apprai sal of property that is subject to ad val orem taxati on by

a school district.

Sec. 45.253. TAX COLLECTI ON. (a) The assessor and

collector for each school district shall assess and coll ect, as

applicable, state ad val oremtaxes i nposed on property incl uded

on the appraisal roll for state taxation certified to the

conptroller and to the assessor for that school district under

Section 26.01, Tax Code, unless the governi ng body of the school

district contracts with an official, taxing unit, or political

subdi vision of this state for the assessnent or collection of

the ad valorem taxes of the district, in which event the

official, taxing unit, or political subdivision that assess or

collects taxes for the school district shall also assess or

collect, as applicable, the state ad val orem t axes.

(b) Each assessor or collector of state ad valoremtaxes is

entitled to be reinbursed by the conmptroller for the actual

costs incurred by the assessor or collector in assessing or

collecting state ad val orem taxes. However, an assessor or

collector is not entitled to be reinbursed for any anount that

is greater than the additional incremental costs incurred in

assessing or collecting the state ad val orem t axes.

(c) The conptroller shall
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(1) prescribe methods of accounting for and remtting

state ad val orem t axes;

(2) prescribe nethods for establishing an assessor's

or collector's additional i ncrenent al costs incurred in

assessing or collecting state ad val orem t axes;

(3) prescribe and furnish forms for periodic reports

relating to state ad val orem taxes; and

(4) periodically exanm ne the records of each assessor

or collector of state ad valoremtaxes to verify the accuracy of

any reports required under this subsection.

(d) The conptroller may require an assessor or collector of

state ad valoremtaxes to give a bond to the state, conditioned

on the faithful perfornmance of the person's duties as assessor

or collector, in the amount the conmptroller considers

appropriate to protect the state from potential |osses wth

regard to assessnent or collection of state ad val oremt axes.

Sec. 45.254. DUTIES AND POANERS OF COWTROLLER.  (a) Except

as ot herw se provided by this subchapter, a duty inposed on or

power granted to the governing body of a taxing unit by Title 1,

Tax Code, nmy, for purposes of the state ad val orem tax, be

exercised by the comptroller. A reference to the presiding

officer of a governing body in Title 1, Tax Code, is a reference

to the comptroller for the purposes of the state tax.

(b) The conptroller nay delegate to the assessor or

coll ector for a school district any function of the conptroller

with respect to the assessnment or collection of the state ad

val orem tax and may designhate a school district assessor or
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col | ector as the conmptroller's agent for pur poses  of

adm ni stration of assessnment or collection of the state ad

val orem t ax.

Sec. 45.255. ADM NI STRATI ON AND REFUND ACCOUNTS. The

comptroll er shall deposit to the credit of the general revenue

fund in appropriately designated accounts an anpunt of revenue

collected fromthe state ad valoremtax to pay for the expenses

of adm nistering this subchapter and for the paynent of tax

refunds that may becone payabl e.

Sec. 45.256. NONAPPLI CABI LITY OF CERTAIN OTHER TAX LAWS.

Title 2, Tax Code, does not apply to the state ad val oremt ax.

Sec. 45.257. TAX I NCREMENT FI NANCI NG. Except as ot herw se

provi ded by Section 311.013, Tax Code, the state nmay not pay any

portion of the tax increnent produced by the state into the tax

increnment fund for a reinvestnent zone desi gnated under Chapter

311, Tax Code.

Sec. 45.258. TAX ABATEMENT. (a) Except as otherw se

provided by this section, the state nay not participate in tax

abat enent under Section 311.0125 or 311.013(g) or Chapter 312,

Tax Code.

(b) If school district property taxes on property | ocated

in the taxing jurisdiction of a school district are abated under

a tax abatenent agreenent entered into by the school district

under Chapter 312, Tax Code, the terns of the agreenent

regardi ng the portion of the value of the property that is to be

exenpted from taxation in each year of the agreenent apply to

the taxation of the property by the state. A nodification of
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the agreenment by the parties to the agreenent under Section

312.208, Tax Code, that increases the portion of the val ue of

the property that is to be exempted from taxation or that

extends the duration of the agreenent does not apply to the

i nposition of the state ad valorem tax unless the nodification

was entered into before January 1, 2005.

Sec. 45.259. LIMTATION ON APPRAISED VALUE OF CERTAIN

PROPERTY FOR STATE TAXATI ON. This section applies only in

connection with property for which before April 1, 2005, the

owner of the property has submtted to a school district an

application under Section 313.025, Tax Code, for a limtation on

apprai sed val ue under Subchapter B or C, Chapter 313, Tax Code,

that is subsequently approved by the district, and applies only

to the ampunt stated in the application. In each tax year in

which the appraised value of the property is subject to the

limtation, the apprai sed value of the property for purposes of

the state ad valoremtax is the sane as the apprai sed val ue of

t he property for school district tax purposes.

SECTI ON 3.02. Subchapter A, Chapter 6, Tax Code, is anended
by addi ng Section 6.038 to read as foll ows:

Sec. 6.038. STATE PARTICIPATION. (a) The conptroller and

the state do not participate in the election of the board of

directors of an appraisal district, the governance or nmanagenent

of the district, or the determ nation of the district's fi nances

and budget .

(b) The conptroller by rule shall establish guidelines and

criteria under which, if the conptroller finds that generally
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accept ed apprai sal standards and practices were not used by the

apprai sal district appraising property subject to the state ad

val orem tax or that the apprai sed val ues assigned to property

subject to that tax are invalid, the conptroller my:

(1) w thhold paynent of all or part of the portion of

the ampunt of the budget of the appraisal district that is

allocated to the state until the district takes appropriate

actions to remedy the deficiencies in appraisals found by the

comptrol l er; or

(2) direct that all or any part of the portion of the

amount of the budget of the district allocated to the state be

applied to renedyi ng those defi ci enci es.

SECTION 3.03. Section 6.06(d), Tax Code, is anended to read
as foll ows:

(d) The state and each [Eaeh] taxing unit participating in

the district are each [+s] allocated a portion of the anpunt of
t he budget equal to the proportion that the total dollar anount

of property taxes inposed in the district by the state or taxing

unit for the tax year in which the budget proposal is prepared
bears to the sum of the total dollar amunt of property taxes

imposed in the district by the state and each participating unit

for that year. For purposes of this subsection, only state ad

val orem taxes inposed in a school district or portion of a

school district for which the appraisal district appraises

property for taxation are considered as state ad val orem taxes

i nposed in the district. [If a taxing unit participates in two

or nore districts, only the taxes inposed in a district are used
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to calculate the unit's cost allocations in that district. |If
t he nunber of real property parcels in a taxing unit is |ess
than 5 percent of the total nunber of real property parcels in
the district and the taxing unit inposes in excess of 25 percent
of the total amunt of the property taxes inposed in the
district by all of the participating taxing units for a year,
the unit's allocation may not exceed a percentage of the
appraisal district's budget equal to three times the unit's
percentage of the total nunmber of real property parcels
apprai sed by the district.

SECTION 3.04. Sections 11.13(b) and (c), Tax Code, are
anended to read as foll ows:

(b) An adult is entitled to exenption fromtaxation by the

state for elenentary and secondary public school purposes or hy

a school district of $15,000 of the appraised value of the
adult's residence honestead, except that $10,000 of the
exenption does not apply to an entity operating under fornmer
Chapter 17, 18, 25, 26, 27, or 28, Education Code, as those
chapters existed on May 1, 1995, as permtted by Section 11.301,
Educati on Code.

(c) In addition to the exenption provided by Subsection (b)
[ of—this—seection], an adult who is disabled or is 65 years of
age or older is entitled to an exenption from taxation by the

state for elenentary and secondary public school purposes or hy

a school district of $10,000 of the appraised value of the
adult's [his] residence honestead.
SECTI ON 3.05. Section 11.14, Tax Code, is anmended by addi ng
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Subsection (f) to read as foll ows:

(f) Subsection (c) does not apply to the conptroller or to

the state ad val orem t ax.

SECTION 3.06. Section 11.251, Tax Code, is anended by
addi ng Subsection (l) to read as foll ows:

(1) The exenption provided by Subsection (b) does not apply

to the state ad valoremtax unless the property is exenpt from

t hat tax under Section 1-j(d), Article VIII, Texas Constitution.

SECTION 3.07. The heading to Section 11.26, Tax Code, is
amended to read as foll ows:

Sec. 11.26. LIMTATION OF SCHOOL TAXES [ FAX] ON HOMESTEADS
OF ELDERLY OR DI SABLED

SECTION 3.08. Section 11.26, Tax Code, is anended by
anendi ng Subsections (a), (b), (g), (h), (j), and (k) and addi ng
Subsections (a-1) and (g-1) to read as foll ows:

(a) The tax officials shall appraise the property to which
this section applies and cal cul ate taxes as on other property,
but if the tax so cal cul ated exceeds the limtation inmposed by
this section, the tax inposed is the amount of the tax as
limted by this section, except as otherw se provided by this

section. The state or a [A] school district may not increase

the total annual ampunt of ad valorem tax it inmposes on the
resi dence honestead of an individual 65 years of age or ol der or
on the residence honestead of an individual who is disabled, as
defi ned by Section 11.13, above the anpbunt of the tax it inposed
in the first tax year in which the individual qualified that
resi dence honestead for the applicable exenption provided by
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Section 11.13(c) for an individual who is 65 years of age or
ol der or is disabled. If the individual qualified that
resi dence honmestead for the exenption after the beginning of
that first year and the residence honestead renmains eligible for
the sanme exenption for the next year, and if the state or school
district taxes inposed on the residence honestead in the next

year are less than the anmpunt of taxes the state or school

district, as applicable, inposed in that first year, the state

or [&] school district may not subsequently increase the total
annual anount of ad valorem taxes it inposes on the residence
homest ead above the ampunt it inposed in the year imediately
following the first year for which the individual qualified that
resi dence honmestead for the sane exenption, except as provided
by Subsection (b).

a-1 If the first tax year the individual qualified the
residence honmestead for the exenption provided by Section
11.13(c) for individuals 65 years of age or ol der was a tax year

before the 2006 [499#4] tax year, except as provided by

Subsection (b):

(1) the amount of the limtation provided by this

section on state taxes is the ambunt of tax the school district

in which the property is |located inposed for the 2005 [1996] tax

year [less—an—ampunt—equal—tothe ampunt —determned—by
Lt inlyi | . I o hool_di :

for—the—1997 tax—year-| plus any 2006 state [3997] tax

attributable to inprovenents nade in 2005 [4996], other than

i nprovenents made to conply with governmental regulations or
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repairs; and

(2) the anmpunt of the limtation provided by this

section on school district taxes is the anpbunt of tax the schoo

district inposed for the 2005 tax year | ess the anpunt of state

taxes i mposed in the 2006 tax year, plus any 2006 school taxes

attributable to inprovenents nade in 2005, ot her than

i mprovenments made to conply with governnental regulations or

repairs.

(b) If an individual nakes inprovenents to the individual's
resi dence honestead, other than inprovenents required to conply

with governnmental requirenents or repairs, the state or the

school district nmay increase the tax on the honestead in the
first year the value of the honestead is increased on the
appraisal roll because of the enhancenent of value by the
i mprovenents. The anmount of the tax increase is determ ned by
applying the current tax rate to the difference in the assessed
val ue of the honmestead with the inprovenents and the assessed
value it would have had wi thout the inprovenments. A limtation
i mposed by this section then applies to the increased anount of
tax until nore inmprovenents, if any, are nade.

(g) Except as provided by Subsection (b), if an individual
who receives a limtation on tax increases inposed by this
section, including a surviving spouse who receives a limtation
under Subsection (i), subsequently qualifies a different
resi dence honestead for the sanme exenption under Section 11.13,

the state or a school district may not inpose ad val orem taxes

on the subsequently qualified honmestead in a year in an anmount
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that exceeds the amunt of taxes the state or the school

district would have inposed on the subsequently qualified
homestead in the first year in which the individual receives
t hat sane exenption for the subsequently qualified homestead had
the imtation on tax increases inposed by this section not been
in effect, nultiplied by a fraction the nunerator of which is

the total amount of [seheel—distriet] taxes inposed by the state

or the school district, as applicable, on the former honestead

in the last year in which the individual received that sane
exenption for the former honestead and the denoni nator of which

is the total ampunt of taxes the state or the school district,

as applicable, [taxes—that] would have [been] inposed on the

former honestead in the last year in which the individual
received that same exenption for the former homestead had the
limtation on tax increases inposed by this section not been in
ef fect.

(g-1) Subsection (g) does not apply to a residence

honestead to which this subsection applies. Except as provided

by Subsection (b), if an individual who receives a limtation on

tax increases inposed by this section in a tax year before the

2006 tax vyear, including a surviving spouse who receives a

limtation under Subsection (i), subsequently qualifies a

different residence honestead for an exenption under Section

11.13(c) and the first year in which the subsequently qualified

honmestead qualifies for the exenption is a tax year after the

2005 tax year:

(1) the state nmay not inpose taxes on the subsequently
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qualified honmestead in an anpunt that exceeds the amount of

taxes the state woul d have i nposed on the subsequently qualified

honmestead in the first year in which the individual receives

t hat exenption for the subsequently qualified honestead had the

limtation on tax increases i nmposed by this section not been in

effect, multiplied by a fraction the nunerator of which is the

total anount of school district taxes inposed on the forner

homestead in the |ast year in which the individual received that

exemption for the former honestead and the denoni nator of which

is the total ampunt of school district taxes that would have

been i nposed on the forner honestead in the |last year in which

t he individual received that exenption for the forner honestead

had the limtations on tax increases inposed by this section not

been in effect; and

(2) the school district may not inpose taxes on the

subsequently qualified homestead in an anobunt that exceeds the

positive ampunt, if any, by which the limtation on state taxes

cal cul ated under Subdivision (1) exceeds the ampunt of state

taxes imposed in the first year in which the subsequently

qualified honestead receives the exenption.

(h) An individual who receives a limtation on tax
i ncreases under this section, including a surviving spouse who
receives a limtation under Subsection (i), and who subsequently
gqualifies a different residence honestead for an exenption under
Section 11.13(c) [#+33], or an agent of the individual, is
entitled to receive fromthe chief appraiser of the appraisa
district in which the former honestead was |ocated a witten
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certificate providing the information necessary to determ ne
whet her the individual may qualify for that same |imtation on
t he subsequently qualified honestead under Subsection (g) or (g-

1) and to cal culate the anmobunt of taxes the state and the school

district may inpose on the subsequently qualified honestead.
(j) If an individual who qualifies for an exenption
provi ded by Section 11.13(c) for an individual 65 years of age
or older dies in the first year in which the individual
qualified for the exenption and the individual first qualified
for the exenption after the beginning of that year, except as
provi ded by Subsection (k), the anpunt to which the surviving
spouse's state or school district taxes are limted under
Subsection (i) is the ampunt of state or school district taxes,

as applicable, inposed on the residence homestead in that year

determined as if the individual qualifying for the exenption had
lived for the entire year.

(k) If in the first tax year after the year in which an
i ndi vidual dies in the circunstances described by Subsection (j)

t he amount of [seheel—distriet]| taxes inposed by the state or

t he school district on the residence honmestead of the surviving

spouse is less than the anount of state or school district

taxes, as applicable, inposed in the preceding year as |limted

by Subsection (j), in a subsequent tax year the surviving
spouse's state or school district taxes on that residence
homestead are limted to the anount of taxes inposed by the

state or the school district, as applicable, in that first tax

year after the year in which the individual dies.
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SECTION 3.09. Section 21.03(a), Tax Code, is anended to
read as foll ows:

(a) If personal property that is taxable by this state or a

taxing unit of this state is used continually outside this

state, whether regularly or irregularly, the appraisal office
shall allocate to this state the portion of the total market
value of the property that fairly reflects its use in this
state.

SECTION 3.10. Section 21.031(a), Tax Code, is anended to
read as foll ows:

(a) If a vessel or other watercraft that is taxable by this

state or a taxing unit of this state is used continually outside

this state, whether regularly or irregularly, the appraisal
office shall allocate to this state the portion of the tota

mar ket value of the vessel or watercraft that fairly reflects
its use in this state. The appraisal office shall not allocate
to this state the portion of the total market value of the
vessel or watercraft that fairly reflects its use in another
state or country, in international waters, or beyond the
Gul fward boundary of this state.

SECTION 3.11. Section 22.28, Tax Code, is anended to read
as follows:

Sec. 22.28. PENALTY FOR DELI NQUENT REPORT. (a) Except as
ot herwi se provided by Section 22.30, the chief appraiser shall
i npose a penalty on a person who fails to tinely file a
rendition statement or property report required by this chapter
in an amount equal to 10 percent of the total anount of taxes

Page -186 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

i nposed on the property for that year by the state, if the

property has taxable situs in a school district or portion of a

school district for which the appraisal district appraises

property for taxation, and by the other taxing wunits

participating in the appraisal district.

(b) The chief appraiser may retain a portion of a penalty
coll ected under this section, not to exceed 20 percent of the
amount of the penalty, to cover the chief appraiser's costs of
collecting the penalty. The chief appraiser shall distribute

the remai nder of the penalty to the state and each ot her taxing

unit participating in the appraisal district that inposes taxes

on the property in proportion to the state's or the taxing

unit's share of the total anmount of taxes inposed on the

property by the state and all other taxing units participating

in the district used to determ ne the anpbunt of the penalty.

SECTION 3.12. Sections 22.29(a) and (d), Tax Code, are
amended to read as follows:

(a) The chief appraiser shall inmpose an additional penalty
on the person equal to 50 percent of the total anount of taxes
i nposed on the property for the tax year of the statenent or

report by the state, if the property has taxable situs in a

school district or portion of a school district for which the

apprai sal district apprai ses property for taxation, and by the

other taxing units participating in the appraisal district if it
is finally determned by a court that:

(1) the person filed a false statenment or report with
the intent to commt fraud or to evade the tax; or
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(2) the person alters, destroys, or conceals any
record, docunment, or thing, or presents to the chief appraiser
any altered or fraudulent record, docunent, or thing, or
ot herwi se engages in fraudulent conduct, for the purpose of
affecting the course or outcone of an inspection, investigation
determ nation, or other proceeding before the appraisa
district.

(d) The chief appraiser may retain a portion of a penalty
coll ected under this section, not to exceed 20 percent of the
amount of the penalty, to cover the chief appraiser's costs of
collecting the penalty. The chief appraiser shall distribute

the remai nder of the penalty to the state and each ot her taxing

unit participating in the appraisal district that inposes taxes

on the property in proportion to the state's or the taxing

unit's share of the total anmount of taxes inposed on the

property by the state and all other taxing units participating

in the district used to determ ne the anpunt of the penalty.

SECTION 3.13. Section 23.46(d), Tax Code, is anended to
read as follows:

(d) Atax lien attaches to the Iand on the date the sale or
change of use occurs to secure paynent of the additional tax and
interest inposed by Subsection (c) [ef—this—seetion] and any

penal ties incurred. The lien exists in favor of the state and

all taxing units for which the additional tax is inposed.
SECTION 3.14. Section 23.55(b), Tax Code, is anended to
read as foll ows:
(b) A tax lien attaches to the land on the date the change
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of use occurs to secure paynent of the additional tax and
interest inposed by this section and any penalties incurred.

The lien exists in favor of the state and all taxing units for

whi ch the additional tax is inposed.

SECTION 3.15. Section 23.76(b), Tax Code, is anended to
read as foll ows:

(b) A tax lien attaches to the |and on the date the change
of use occurs to secure paynent of the additional tax and
interest inposed by this section and any penalties incurred.

The lien exists in favor of the state and all taxing units for

whi ch the additional tax is inposed.

SECTION 3.16. Section 23.86(b), Tax Code, is anmended to
read as follows:

(b) A tax lien attaches to the land on the date the change
of use occurs or the deed restriction expires to secure paynment
of the additional tax and interest inposed by this section and
any penalties incurred. The lien exists in favor of the state
and all taxing units for which the additional tax is inposed.

SECTION 3.17. Section 23.96(b), Tax Code, is anended to
read as foll ows:

(b) A tax lien attaches to the property on the date the
deed restriction expires to secure paynent of the additional tax
and interest inposed by this section and any penalties incurred.

The lien exists in favor of the state and all taxing units for

whi ch the additional tax is inposed.
SECTION 3.18. Section 23.9807(c), Tax Code, is anended to
read as foll ows:
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(c) Atax lien attaches to the land on the date the change
of use occurs to secure paynent of the additional tax and
interest inposed by this section and any penalties incurred.

The lien exists in favor of the state and all taxing units for

whi ch the additional tax is inposed.

SECTION 3.19. Section 25.19(b), Tax Code, as anended by
Chapters 1358 and 1517, Acts of the 76th Legislature, Regular
Session, 1999, is reenacted and anmended to read as fol |l ows:

(b) The chief appraiser shall separate real from persona
property and include in the notice for each:

(1) alist of the taxing units other than the state in

whi ch the property is taxable and, if the property is appraised

by the appraisal district for state taxation, a statenent that

the property is subject to the state tax for elenentary and

secondary public school purposes;

(2) the appraised value of the property in the
precedi ng year;
(3) the taxable value of the property in the preceding
year for:
(A) each taxing unit taxing the property, and

(B) state taxation for elenmentary and secondary

public school purposes, if the property is appraised by the

appraisal district for state taxation;

(4) the appraised value of the property for the
current year and the kind and anmount of each partial exenption,
i f any, approved for the current year;

(5) if the appraised value is greater than it was in
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the preceding year, the anount of tax that would be inposed on

the property on the basis of the tax rate for each taxing unit

other than the state for the preceding year;

(6) initalic typeface, the following statenent: "The
Texas Legislature does not set the anount of your |ocal taxes.
Your |ocal property tax burden is decided by your locally
el ected officials, and all inquiries concerning your |ocal taxes
shoul d be directed to those officials";

(7) a detailed explanation of the tinme and procedure
for protesting the val ue;

(8) the date and place the appraisal review board w ||
begi n hearing protests; and

(9) a brief explanation that the governing body of
each local taxing unit decides whether [e+——net] taxes on the
property wll increase and the appraisal district only
determ nes the value of the property.

SECTION 3.20. The heading to Section 26.01, Tax Code, is
anmended to read as foll ows:

Sec. 26.01. SUBM SSION OF ROLLS TO STATE AND TAXING UNI TS

SECTION 3.21. Sections 26.01(a), (c), and (d), Tax Code,
are amended to read as foll ows:

(a) By July 25, the chief appraiser shall prepare and
certify to the assessor for each taxing unit participating in
t he appraisal district that part of the appraisal roll for the
appraisal district that |lists the property taxable by the unit.

By that date the chief appraiser shall prepare and certify to

the conptroller and to the assessor for each school district
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that participates in the appraisal district that part of the

appraisal roll for the appraisal district that |ists property

for which the appraisal district appraises the property for

state taxation. The part certified to the conptroller and

school district assessor is the appraisal roll for state taxes.

The part certified to the assessor is the appraisal roll for
the taxing unit. The chi ef appraiser shall consult with the

assessor for each taxing unit and the conptroller and notify

each taxing unit and the conptroller in witing by April 1 of

the formin which the roll will be provided to each unit and to

the conptroller

(c) The chief appraiser shall prepare and certify to the

assessor for each taxing unit and the conptroller a listing of

t hose properties that [whieh] are taxable by that unit or the

state, as applicable, but that [whieh] are under protest and

therefore not included on the appraisal roll approved by the
apprai sal review board and certified by the chief appraiser

This listing shall i nclude the appraised market val ue,
productivity value (if applicable), and taxable value as
determ ned by the appraisal district and shall also include the
mar ket value, taxable value, and productivity value (if
applicable) as clainmed by the property owner filing the protest
if available. |If the property owner does not claima value and
t he apprai sed val ue of the property in the current year is equa
to or less than its value in the preceding year, the listing
shall include a reasonable estimte of the market val ue, taxable
val ue, and productivity value (if applicable) that would be
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assigned to the property if the taxpayer's claimis upheld. |If
the property owner does not claim a value and the appraised
val ue of the property is higher than its appraised value in the
precedi ng year, the listing shall include the appraised market
val ue, productivity value (if applicable) and taxable val ue of
the property in the preceding year, except that if there is a
reasonable |ikelihood that the appraisal review board wll
approve a |lower appraised value for the property than its
apprai sed value in the preceding year, the chief appraiser shal
make a reasonable estimate of the taxable value that would be
assigned to the property if the property owner's claim is
uphel d. The taxing unit shall wuse the Ilower value for
cal cul ati ons as prescribed in Sections 26.04 and 26. 041 [efthis
code] .

(d) The chief appraiser shall prepare and certify to the

assessor for each taxing unit and the conptroller a list of

those properties of which the chief appraiser has know edge that

are reasonably likely to be taxable by that unit or the state,

as applicable, but that are not included on the appraisal rol

certified to the assessor or the conptroller under Subsection

(a) or included on the listing certified to the assessor or the

conptroll er under Subsection (c). The chief appraiser shall

include on the Ilist for each property the market val ue,
apprai sed value, and kind and amobunt of any partial exenptions
as determ ned by the appraisal district for the preceding year
and a reasonabl e estinmate of the nmarket val ue, appraised val ue,
and kind and amount of any partial exenptions for the current
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year. Until the property is added to the appraisal roll, the
assessor for a [the] taxing unit shall include each property on
the list in the calculations prescribed by Sections 26.04 and
26. 041, and for that purpose shall use the |ower market val ue,
apprai sed value, or taxable value, as appropriate, included on
or conmputed using the information included on the list for the
property.

SECTI ON 3.22. Chapter 26, Tax Code, is anmended by addi ng
Section 26.011 to read as follows:

Sec. 26.011. PROVISIONS NOI' APPLI CABLE TO STATE TAX.

Sections 26.04, 26.041, 26.05, 26.051, 26.06, 26.07, and 26.08

do not apply to the state ad valoremtax or to the conptroller.

SECTION 3.23. Section 26.09(c), Tax Code, is anended to
read as foll ows:
(c) The tax is calcul ated by:
(1) subtracting fromthe apprai sed value of a property
as shown on the appraisal roll for a taxing [t+he] unit or the

state the anount of any partial exenption allowed the property

owner that applies to appraised value to determ ne taxable [ret
appraised] val ue; and
(2) [mbtiplbying—the net —apprabsed—value by the

[64-] multiplying the taxable value by the applicable

tax rate.
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SECTI ON 3.24. Section 26.12, Tax Code, is anmended by addi ng
Subsection (e) to read as foll ows:

(e) For purposes of this section, the state is not a taxing

unit.

SECTION 3.25. Section 26.15(c), Tax Code, is anended to
read as foll ows:

(c) At any tine, the governing body of a taxing unit, on
motion of the assessor for the unit or of a property owner,
shall direct by witten order changes in the tax roll to correct
errors in the mathematical conputation of a tax. The assessor
shall enter the corrections ordered by the governing body. The

conptroll er nmay order changes in the state tax roll to correct

errors in the mathematical conputation of the state ad val orem

t ax.

SECTION 3.26. Section 31.11(a), Tax Code, is anended to
read as foll ows:

(a) If a taxpayer applies to the tax collector of a taxing
unit for a refund of an overpaynent or erroneous paynment of

taxes and the auditor for the unit or the conptroller in the

case of the state ad valoremtax determ nes that the paynent was

erroneous or excessive, the tax collector or, for state taxes,

the conptroller shall refund the anount of the excessive or

erroneous paynent from avail able current tax collections or from

funds appropriated by the unit or the state, as appropriate, for

maki ng refunds. For taxes other than state taxes [However|, the

coll ector may not nmke the refund unl ess:
(1) 1in the case of a collector who collects taxes for
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one taxing unit, the governing body of the taxing unit also
determ nes that the paynent was erroneous or excessive and
approves the refund if the amount of the refund exceeds:
(A) $2,500 for a refund to be paid by a county
with a population of 1.5 mllion or nore; or
(B) $500 for a refund to be paid by any other
taxing unit; or
(2) in the case of a collector who collects taxes for
nore than one taxing unit, the governing body of the taxing unit
t hat enploys the collector also deternines that the paynment was
erroneous or excessive and approves the refund if the anmount of
the refund exceeds $2, 500.
SECTION 3.27. Sections 32.01(a) and (d), Tax Code, are
amended to read as foll ows:
(a) On January 1 of each year, a tax lien attaches to
property to secure the paynent of all taxes, penalties, and

interest ultimately inposed for the year by the state or a

taxing unit on the property, whether or not the taxes are

imposed in the year the lien attaches. The lien to secure the

paynent of state ad val orem taxes and appli cable penalties and

interest exists in favor of the state. The lien to secure the

paynent of taxes inposed by a taxing unit and applicable

penalties and interest exists in favor of the [eaeh] taxing unit

havi ng power to tax the property.

(d) The lien under this section is perfected on attachnent
and, except as provided by Section 32.03(b), perfection requires
no further action by the state or taxing unit.
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SECTION 3.28. Section 33.01(a), Tax Code, is anended to
read as foll ows:

(a) A delinquent tax, including a delinquent state ad

val orem tax, incurs a penalty of six percent of the anount of

the tax for the first calendar nonth it is delinquent plus one
percent for each additional nonth or portion of a nonth the tax
remai ns unpaid prior to July 1 of the year in which it becones
del i nquent. However, a tax delinquent on July 1 incurs a total
penalty of twelve percent of the anmpount of the delinquent tax
without regard to the nunmber of nonths the tax has been
del i nquent . A delinquent tax continues to incur the penalty
provided by this subsection as |ong as the tax remains unpaid,
regardl ess of whether a judgnent for the delinquent tax has been
render ed.

SECTION 3.29. Subchapter A, Chapter 33, Tax Code, is
anmended by addi ng Section 33.11 to read as foll ows:

Sec. 33.11. COLLECTION OF DELINQUENT STATE AD VALOREM

TAXES; PENALTY. (a) The collector for a school district has

the sane powers and duties regarding the collection of

del i nquent state ad val orem taxes inposed on property having

taxable situs in the school district as the collector has

regardi ng delinquent school district taxes on that property.

(b) The attorney who represents a school district to

enforce the collection of delinguent school district taxes

represents the state to enforce the collection of delinguent

state ad val orem taxes i nposed on property having taxable situs

in the school district. If the governing body of a school
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district contracts with a private attorney to enforce the

coll ection of delinguent school district ad val orem taxes, the

contract applies to the collection of delinguent state ad

val orem taxes on property taxable by that school district

w t hout further action. The conpensation of +the private

attorney for collecting delinquent state ad val orem taxes is

equal to a percentage of the anmobunt collected that represents

the portion of that anmpunt attributable to the additional

penalty provided by Subsection (c). |If the governing body of a

school district contracts with an official, taxing unit, or

political subdivision of this state for the collection of the ad

val orem taxes of the school district that i ncl udes the

collection of delingquent school district taxes, the contract

applies to the collection of delinquent state ad val orem taxes

on property taxable by that school district w thout further

acti on.

(c) State ad valoremtaxes that renain delinguent on July 1

of the year in which they becone delinquent incur an additiona

penalty to defray costs of collection if the collection of the

del i nguent taxes is covered by a contract with a private

attorney under Subsection (b). The amount of the penalty is the

amount of the conpensation specified in the contract.

(d) A tax lien attaches in favor of the state to the

property on which the tax is inposed to secure paynent of the

penal ty.

(e) The person responsible for collecting the delinquent

state ad valoremtax shall deliver a notice of delinquency and
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of the penalty to the property owner at |east 30 and not nore

t han 60 days before July 1

(f) Sections 6.30, 33.07, and 33.08 do not apply to the

state ad val orem t ax.

SECTION 3.30. Sections 33.21(a) and (b), Tax Code, are
anmended to read as foll ows:

(a) A person's personal property is subject to seizure for
t he paynent of a delinquent tax, penalty, and interest the

person [hke] owes the state or a taxing unit on property.

(b) A person's personal property is subject to seizure for

the paynment of a tax inposed by the state or other [a] taxing

unit on the person's [his] property before the tax becones

del i nquent if:

(1) the collector discovers that property on which the
tax has been or will be inposed is about to be renoved fromthe
county; and

(2) the collector knows of no other personal property
in the county fromwhich the tax may be sati sfied.

SECTION 3.31. Section 33.23(b), Tax Code, is anended to
read as foll ows:

(b) A bond may not be required of the state or other [a]

taxing unit for issuance or delivery of a tax warrant, and a fee
or court cost may not be charged for issuance or delivery of a
war r ant .

SECTION 3.32. Section 33.44(b), Tax Code, is anended to
read as foll ows:

(b) For purposes of joining a county, citation may be
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served on the county [tax] assessor-collector. For purposes of
joining any other taxing unit, citation my be served on the
of ficer charged with collecting taxes for the unit or on the
presiding officer or secretary of the governing body of the

unit. For purposes of joining the state, citation shall be

served on the school district collector who collects state ad

val orem taxes on the property. Citation may be served by

certified mail, return receipt requested. A person on whom
service is authorized by this subsection may waive the issuance

and service of citation in behalf of the person's [his] taxing

unit.

SECTION 3.33. Section 34.04(b), Tax Code, is anmended to
read as follows:

(b) A copy of the petition shall be served, in the manner
prescribed by Rule 2la, Texas Rules of Civil Procedure, as
anended, or that rule's successor, on all parties to the
underlying action not |ater than the 20th day before the date

set for a hearing on the petition. |If the state is a party to

t he underlying action, the copy of the petition to be served on

the state shall be served on the school district collector who

collects state ad val orem taxes on the subject property. The

attorney who represents the state to enforce the coll ection of

delinquent state ad valorem taxes in the school district in

which the property is |located shall represent the state at the

heari ng.
SECTION 3.34. The heading to Chapter 41, Tax Code, is

anended to read as foll ows:
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CHAPTER 41. ADM NI STRATI VE [ LOCAL] REVI EW

SECTI ON 3. 35. Section 41.03, Tax Code, is anended to read
as foll ows:
Sec. 41.03. CHALLENGE BY STATE OR TAXI NG UNIT. (a) The

state or another [A] taxing unit is entitled to challenge before

t he appraisal review board:

(1) the Ilevel of appraisals of any category of
property in the district or in any territory in the district,
but not the appraised value of a single taxpayer's property;

(2) an exclusion of property from the appraisal
records;

(3) a grant in whole or in part of a partial
exenpti on;

(4) a determnation that |land qualifies for appraisal
as provided by Subchapter C, D, E, or H, Chapter 23; or

(5) failure to identify the taxing unit as one in
which a particular property is taxable.

(b) If the state or other [a] taxing unit challenges a

determ nation that |and qualifies for appraisal under Subchapter
H, Chapter 23, on the ground that the land is not |ocated in an
aest hetic managenment zone, critical wldlife habitat zone, or

streansi de managenent zone, the state or other taxing unit mnust

first seek a determnation letter fromthe director of the Texas
Forest Service. The appraisal review board shall accept the
| etter as conclusive proof of the type, size, and |ocation of
the zone.

SECTI ON 3.36. Subchapter A, Chapter 41, Tax Code, is
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anmended by addi ng Sections 41.031 and 41.032 to read as foll ows:

Sec. 41.031. CHALLENGE BY STATE. The state is entitled to

chall enge before the appraisal review board the exclusion of

property fromthe appraisal roll for state ad val oremtaxes.

Sec. 41.032. REPRESENTATI ON OF STATE. The conptroller

represents the state in a challenge by the state under this

subchapter. The conptroller nay del egate that function to the

appropriate school district assessor or coll ector.

SECTION 3.37. Section 41.06(a), Tax Code, is anended to
read as foll ows:
(a) The secretary of the appraisal review board shall

deliver to the conptroller on behalf of the state and to the

presiding officer of the governing body of each taxing unit

other than the state entitled to appear at a chall enge hearing

witten notice of the date, time, and place fixed for the
heari ng. The secretary shall deliver the notice not |ater than
the 10th day before the date of the hearing.

SECTION 3.38. Section 41.07(d), Tax Code, is anmended to
read as follows:

(d) The board shall deliver by certified mail a notice of
the i ssuance of the order and a copy of the order to the taxing

unit. If the order of the board excludes property from the

appraisal roll for state ad val oremtaxes, the board shall al so

deliver a notice of issuance and a copy of the order to the

comptroller and the appropriate school district assessor in the

manner prescribed by the comptroll er.

SECTION 3.39. Section 41.47(d), Tax Code, is anended to
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read as foll ows:
(d) The board shall deliver by certified mail a notice of
i ssuance of the order and a copy of the order to the property

owner and the chief appraiser. If the order of the board

excl udes property fromthe appraisal roll for state ad val orem

taxes, the board shall also deliver a notice of issuance and a

copy of the order to the comptroller and the appropriate schoo

district assessor in the nanner prescri bed by the conptroller.

SECTI ON 3.40. Subchapter A, Chapter 42, Tax Code, is
anmended by addi ng Section 42.032 to read as foll ows:

Sec. 42.032. RIGHT OF APPEAL BY COVPTROLLER. (a) The

conptroller is entitled to appeal an order of the appraisal

review board excluding property from the appraisal roll for

state ad val orem t axes.

(b) The attorney general shall represent the conptroller in

an appeal under this section. The attorney general nay del egate

its duties under this section to a county or district attorney

or may contract with a private attorney for the perfornmance of

t hose duti es.

SECTION 3.41. Sections 42.06(a) and (c), Tax Code, are
amended to read as follows:

(a) To exercise the party's right to appeal an order of an
apprai sal review board, a party other than a property owner nust
file witten notice of appeal within 15 days after the date the
party receives the notice required by Section 41.47 or, in the

case of a taxing unit or the conptroller, by Section 41.07 that

the order appealed has been issued. To exercise the right to

Page -203 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

appeal an order of the conptroller, a party other than a
property owner nust file witten notice of appeal within 15 days
after the date the party receives the conptroller's order. A
property owner is not required to file a notice of appeal under
this section.

(c) If the chief appraiser, a taxing unit, [e+] a county,
or the conmptroller appeal s[ —the—~chiet—appraiser—ifttheappeal-
s—eof] an order of the appraisal review board, the chief
apprai ser [ e+—the—conmpt+rotler—i+theappeal+s—ofanorder—of
the—conptroller-] shall deliver a copy of the notice to the

property owner whose property is involved in the appeal. |If the

appeal is of an order of the conptroller, the conptroller shal

deliver a copy of the notice to the property owner. The chi ef

appraiser or the comptroller shall deliver the copy of the

notice within 10 days after the date the notice is filed.
SECTI ON 3.42. Sections 42.43(a), (b), and (c), Tax Code,
are amended to read as fol |l ows:
(a) If the final determ nation of an appeal that decreases
a property owner's tax liability occurs after the property owner

has paid the owner's [his] taxes, the taxing unit and the

comptroller, if the property is subject to the state ad val orem

tax, shall refund to the property owner the difference between
the amount of taxes paid and amount of taxes for which the
property owner is |iable.

(b) For a refund made under this section because an
exenption under Section 11.20 that was denied by the chief
apprai ser or appraisal review board is granted, the taxing unit
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or the conptroller shall include with the refund interest on the

amount refunded cal cul ated at an annual rate that is equal to
t he auction average rate quoted on a bank discount basis for
three-nmonth treasury bills issued by the United States
governnment, as published by the Federal Reserve Board, for the
week in which the taxes becanme delinquent, but not nore than 10
percent, calculated from the delinquency date for the taxes
until the date the refund is made. For any other refund nade

under this section, the taxing unit or the conptroller shall

include with the refund interest on the ampunt refunded at an
annual rate of eight percent, calculated from the delinquency
date for the taxes until the date the refund is made.

(c) Notw thstandi ng Subsection (b), if a taxing unit or the

conptroll er does not make a refund, including interest, required

by this section before the 60th day after the date the chief
apprai ser certifies a correction to the appraisal roll under

Section 42.41, the taxing unit or the conptroller shall include

with the refund interest on the amount refunded at an annua
rate of 12 percent, calculated fromthe delinquency date for the
taxes until the date the refund is nmade.

SECTION 3.43. Sections 43.01 and 43.04, Tax Code, are
anended to read as foll ows:

Sec. 43.01. AUTHORITY TO BRING SUI T. The conptroller or a

[A] taxing unit nmay sue the appraisal district that appraises

property for the state or the unit to conpel the appraisal

district to conply with the provisions of this title, rules of
the conptroller, or other applicable |aw
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Sec. 43.04. SU T TO COVWPEL COVPLI ANCE W TH DEADLI NES. The

conptroller or the governing body of a taxing unit my sue the

chi ef appraiser or nmenbers of the appraisal review board, as
applicable, for failure to conply with the deadlines inposed by
Section 25.22(a), 26.01(a), or 41.12. |If the court finds that
t he chi ef appraiser or appraisal review board failed to comply
for good cause shown, the court shall enter an order fixing a
reasonabl e deadline for conpliance. |If the court finds that the
chief appraiser or appraisal review board failed to conply
wi t hout good cause, the court shall enter an order requiring the
chi ef appraiser or appraisal review board to conply with the
deadl ine not later than the 10th day after the date the judgnent
is signed. In a suit brought under this section, the court may
enter any other order the court considers necessary to ensure
conpliance with the court's deadline or the applicable statutory
requi renents. Failure to obey an order of the court is
puni shabl e as contenpt.

SECTI ON 3.44. Subchapter A, Chapter 313, Tax Code, is
amended by addi ng Section 313.008 to read as follows:

Sec. 313.008. REPORT TO LEGQ SLATURE. (a) Not later than

Decenmber 1, 2006, the Legislative Budget Board shall submt a

report to the legislature that includes recomended changes to

this chapter to provide incentives and credits relating to the

state ad valorem tax that are consistent with the purposes

descri bed by Section 313. 003.

(b) This section expires January 1, 2007.

SECTI ON 3.45. Chapter 311, Tax Code, is anmended by addi ng
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Section 311.0131 to read as foll ows:

Sec. 311.0131. SCHOOL DI STRI CT ANNUAL @BLI GATION TO TAX

| NCREMENT FUND; STATE PAYMENT OF PORTI ON OF OBLI GATI ON. (a)

This section applies only to a reinvestnment zone created before

Septenber 1, 1999, for which a school district enters into an

agreenent under Section 311.013(f) with the governi ng body of

the nmunicipality that created the zone to pay into the tax

increnent fund for the zone a portion of the school district's

tax i ncrement produced from property |located in the zone.

(b) Notwithstanding the terns of the agreenent regardi ng

the portion of the school district's tax increnment required to

be paid into the fund, in each year, the portion of the school

district's tax increment the school district is required to pay

into the fund is the school district annual obligation for the

school district for that year cal cul ated under Subsection (c).

(c) The nunicipality that created the zone or its designee

shall calculate the school district annual obligation for a

school district by applying the applicable school district's tax

rate for the 2004 tax year to the captured apprai sed val ue for

t he school district for the year for which the obligation is

cal cul ated and multiplying that anpbunt by the percentage of the

school district's tax increnent for the year for which the

obligation is calculated that the school district agreed to pay

into the tax increnment fund in that year under Section

311. 013(f).

(d) The school district annual obligation for each year

shal |l be apportioned between the school district and the state
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in proportion to the amount of taxes each of those entities

i nposes on the captured appraised value for the zone in that

year as cal cul ated under this subsection. The anmpunt of taxes

the state i nposes on that captured appraised value is cal cul ated

by nmultiplying the rate of the state ad valorem tax rate for

t hat year by the captured appraised value for the state. The

amount of taxes the school district inposes on that captured

apprai sed value used in making the apportionnent is cal cul at ed

by multiplying the school district |local fund assignnent tax

rate for that year by the captured appraised value for the

school district. The tax increnment base for the state under

Section 311.012 is determned as if this section were in effect

for the year in which the reinvestnent zone was creat ed.

(e) If nore than one school district inposes taxes on

property in a reinvestnent zone, the school district annua

obligation for each school district and the portion of that

obligation that the state is required to pay under this section

shall be cal cul ated separately for the portion of the property

in the reinvestnent zone | ocated in each school district.

(f) The conptroller shall verify the paynents to be nmade by

the state under this section and shall retain from state

property tax collections sufficient funds to nake the cal cul ated

paynents. Fromthe retained funds, the conptroller shall pay to

the school district or, if required by the agreenent, to the

muni ci pality the portion of the school district annua

obl i gati on apportioned to the state under Subsection (c).

(g) On receipt of the state's portion of the school
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district annual obligation by a school district, the school

district pronptly shall pay the state's portion to the

municipality. At the tinme of paynent of the state's portion to

the nunicipality, the school district shall pay to the

muni ci pality any unpai d bal ance of the school district's portion

of the school district annual obligation.

(h) Anpbunts paid to a nunicipality under Subsections (f)

and (g) shall be deposited to the credit of the tax increnment

fund on behalf of the school district.

(i) This section ceases to apply to a reinvestnent zone on

the earlier date specified by Section 311.017(a)(1) or (2) for

the reinvestnment zone. If the agreenent provides that the

term nation date nay be extended, the state's obligation to pay

a portion of the school district annual obligation ceases on the

date the school district ceases to be required to pay any tax

i ncrenent produced by the school district into the tax increnent

fund for the zone.

SECTION 3.46. The changes in law nmade by this article to
Chapter 41, Tax Code, apply only to a challenge or protest under
that chapter for which the notice is filed on or after the
effective date of this article. A challenge or protest for
which the notice is filed before the effective date of this
article is covered by the law in effect when the notice of
protest was filed, and the fornmer law is continued in effect for
t hat purpose.

SECTION 3.47. The changes in |law nade by this article apply
to each tax year that begins on or after January 1, 2006. The
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changes in law do not apply to a tax year that begins before
January 1, 2006, and the law as it existed before January 1,
2006, is continued in effect for purposes of taxes inposed in
that tax year.

ARTI CLE 4. CHARTER SCHOOLS

SECTION 4.01. (a) Effective August 1, 2006, Subchapter D
Chapter 12, Education Code, is repeal ed.

(b) Except as provided by Section 11A 1041, Education Code,
as added by this Act, each open-enrollnent charter school
operating or holding a charter to operate on August 1, 2006,
shal | be dissolved in accordance with Subchapter J, Chapter 11A,
Educati on Code, as added by this Act.

SECTION 4.02. Subtitle C, Title 2, Education Code, is
anended by addi ng Chapter 11A to read as foll ows:

CHAPTER 11A. PUBLI C CHARTER DI STRI CTS

SUBCHAPTER A.  GENERAL PROVI SI ONS

Sec. 11A.001. DEFINITIONS. In this chapter:

(1) "Charter holder" nmeans the entity to which a

charter is granted under this chapter.

(2) "Governing body of a charter holder"” nmeans the

board of directors, board of trustees, or other governi ng body

of a charter hol der.

(3) "Governing body of a public charter district"

means the board of directors, board of trustees, or other

governi ng body of a public charter district. The termincludes

t he governing body of a charter holder if that body acts as the

governi ng body of the public charter district.
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(4) "Managenent conpany" nmeans a person, other than a

charter holder, who provides nanagenent services for a public

charter district.

(5) "Managenent services" nmeans services related to

t he managenent or operation of a public charter district,

i ncl udi ng:

(A) pl anni ng, operati ng, supervi si ng, and

evaluating the public charter district's educati onal prograns,

services, and facilities;

(B) nmaking recommendations to the governi ng body

of the public charter district relating to the selection of

school personnel;

(C) managing the public charter district's day-

t 0o-day operations as its adm nistrative manager;

(D) preparing and submtting to the governing

body of the public charter district a proposed budget;

(E) recommending policies to be adopted by the

governing body of the public charter district, devel oping

appropriate procedures to inplenent policies adopted by the

governi ng body of the public charter district, and overseeing

the i npl ementati on of adopted policies; and

(F) providing |eadership for the attai nnent of

student performance at the public charter district based on the

i ndi cators adopted under Section 39.051 or by the governi ng body

of the public charter district.

(6) "Oficer of a public charter district" neans:

(A) the principal, director, or other chief

Page -211 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

operating officer of a public charter district or canpus; or

(B) a person charged with nmanagi ng the finances

of a public charter district.

Sec. 11A.002. AUTHORIZATION. (a) In accordance with this

chapter, the State Board of Education may grant a charter on the

application of an eligible entity for a public charter district

to operate in a facility of a comercial or nonprofit entity, an

eligible entity, or a school district, including a hone-rule

school district. In this subsection, "eligible entity" neans:

(1) an institution of higher education as defined

under Section 61.003;

(2) a private or independent institution of higher

education as defi ned under Section 61.003;

(3) an organization that is exenpt fromfederal incone

t axati on under Section 501(a), Internal Revenue Code of 1986, as

an organi zati on descri bed by Section 501(c)(3) of that code; or

(4) a governnental entity in this state.

(b) The State Board of Education nay grant a charter for a

public charter district only to an applicant that neets all

financial, governing, and operational standards adopted by the

conm ssi oner under this chapter.

(c) The State Board of Education may not grant nore than a

total of 215 charters for public charter districts.

(d) An educator enployed by a school district before the

effective date of a charter for a public charter district

operated at a school district facility nay not be transferred to

or enployed by the public charter district over the educator's
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obj ecti on.

Sec. 11A.003. AUTHORITY UNDER CHARTER. A public charter

district:

(1) shall provide instruction to and assess a number

of students at a nunber of elenmentary or secondary grade |evels

as provided by the charter, sufficient to permt the agency to

assign an accountability rating under Chapter 39;

(2) is governed under the governing structure required

by this chapter and descri bed by the charter;

(3) retains authority to operate under the charter

contingent on satisfactory student performance as provided by

the charter in accordance with Section 11A. 103; and

(4) does not have authority to inpose taxes.

Sec. 11A.004. STATUS. A public charter district or canpus

is part of the public school systemof this state.

Sec. 11A. 005. | MMUNI TY FROM LI ABI LI TY. In matters rel ated

to operation of a public charter district, a public charter

district is imune fromliability to the sane extent as a schoo

district, and its enployees and volunteers are imune from

liability to the sane extent as school district enpl oyees and

vol unteers. Except as provided by Section 11A 154, a nmenber of

t he governing body of a public charter district or of a charter

hol der is inmmune fromliability to the sane extent as a school

di strict trustee.

Sec. 11A.006. REFERENCE TO OPEN- ENROLLMENT CHARTER SCHOOL.

A reference in |law to an open-enroll nent charter school neans a

public charter district or public charter canpus, as applicable.
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[ Sections 11A.007-11A. 050 reserved for expansion]

SUBCHAPTER B. APPLI CABI LI TY OF CERTAI N LAWS

Sec. 11A.051. GENERAL APPLICABILITY OF LAWS, RULES, AND

ORDI NANCES TO PUBLI C CHARTER DI STRICT. (a) Except as provided

by Subsection (b) or (c), a public charter district is subject

to federal and state |laws and rul es governing public schools and

to muni ci pal zoning ordi nances governi ng public schools.

(b) A public charter district is subject to this code and

rules adopted under this <code only to the extent the

applicability to a public charter district of a provision of

this code or a rule adopted under this code is specifically

provi ded.

(c) Notw thstandi ng Subsection (a), a campus of a public

charter district |located in whole or in part in a nmunicipality

with a population of 20,000 or less is not subject to a

nmuni ci pal zoni ng ordi nance governi ng public schools.

Sec. 11A.052. APPLICABILITY OF TITLE. (a) A public

charter district has the powers granted to schools under this

title.

(b) A public charter district is subject to:

(1) a provision of this title establishing a crim nal

of fense; and

(2) a prohibition, restriction, or requirenent, as

applicable, inposed by this title or a rule adopted under this

title, relating to:

(A) the Public Education |Information Managenent

System (PEI MS) under Section 42.006;
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(B) reporting an educator's m sconduct under

Section 21.006;

(C) crimnal history records under Subchapter C,

Chapter 22;

(D) reading instrunents and accel erated readi ng

instruction prograns under Section 28.006;

(E) satisfactory performance on assessnent

instrunents and to accelerated instruction under Section

28. 0211;

(F) intensive prograns of instruction under

Section 28.0213;

(G high school graduation under Section 28.025;

(H) special education programs under Subchapter

A, Chapter 29, including a requirenent that special education

t eachers obtain appropriate certification;

(1) bilingual education under Subchapter B

Chapter 29, including a requirenent that bilingual education

t eachers obtain appropriate certification,;

(J) prekindergarten prograns under Subchapter E

Chapt er 29;

(K) extracurricular activities wunder Section

33. 081,

(L) discipline managenent practices or behavior

managenent techni gues under Section 37.0021;

(M health and safety under Chapter 38; and

(N) public school accountability under

Subchapters B, C, D, G and |, Chapter 39.
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(c) A public charter district is entitled to the same | evel

of services provided to school districts by regi onal education

service centers. The conm ssioner shall adopt rules that

provide for the representation of public charter districts on

t he boards of directors of regional education service centers.

(d) The conmi ssioner nay by rule permt a public charter

district to voluntarily participate in any state program

avail able to school districts, including a purchasing program

if the public charter district conplies with all ternms of the

program
Sec. 11A.053. APPLICABILITY OF OPEN MEETINGS AND PUBLIC

| NFORMATI ON LAWS. (a) Wth respect to the operation of a

public charter district, the governing body of a charter hol der

and the governing body of a public charter district are

considered to be governnental bodies for purposes of Chapters

551 and 552, Governnment Code.

(b) Wth respect to the operation of a public charter

district, any requirenent in Chapter 551 or 552, Governnent

Code, that applies to a school district, the board of trustees

of a school district, or public school students applies to a

public charter district, the governing body of a charter hol der,

t he governi ng body of a public charter district, or students in

attendance at a public charter district canpus.

Sec. 11A.054. APPLICABILITY OF LAWS RELATING TO LOCAL

GOVERNMENT  RECORDS. (a) Wth respect to the operation of a

public charter district, a public charter district is considered

to be a |local government for purposes of Subtitle C, Title 6,
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Local Governnent Code, and Subchapter J, Chapter 441, Governnment

Code.

(b) Records of a public charter district, a charter hol der,

or a nmanagenent conpany that relate to a public charter district

are governnent records for all purposes under state | aw.

(c) Any requirenent in Subtitle C, Title 6, Loca

Gover nment Code, or Subchapter J, Chapter 441, Governnent Code,

that applies to a school district, the board of trustees of a

school district, or an officer or enployee of a school district

applies to a public charter district or nmanagenment conpany, the

governing body of a charter holder, the governing body of a

public charter district, or an officer or enployee of a public

charter district or nanagenent conpany except that the records

of a public charter district or managenent conpany that ceases

to operate shall be transferred in the manner prescribed by

Subsection (d).

(d) The records of a public charter district or nmanagement

conpany that ceases to operate shall be transferred in the

manner specified by the comm ssioner to a custodi an desi ghat ed

by the conm ssioner. The conm ssioner may designate any

appropriate entity to serve as custodi an, including the agency,

a regional education service center, or a school district. In

designating a custodi an, the comm ssioner shall ensure that the

transferred records, including student and personnel records,

are transferred to a custodi an capabl e of:

(1) naintaining the records;

(2) nmaking the records readily accessible to students,
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parents, former school enpl oyees, and other persons entitled to

access; and

(3) conplying with applicable state or federal |aw

restricting access to the records.

(e) If the charter holder of a public charter district that

ceases to operate or an officer or enployee of the district or a

managenent conpany refuses to transfer school records in the

manner specified by the conmi ssi oner under Subsection (d), the

comm ssioner nay ask the attorney general to petition a court

for recovery of the records. |f the court grants the petition,

the court shall award attorney's fees and court costs to the

state.

(f) A record described by this section is a public school

record for purposes of Section 37.10(c)(2), Penal Code.

Sec. 11A.055. APPLICABILITY OF LAWS RELATING TO PUBLIC

PURCHASI NG AND CONTRACTI NG. (a) This section applies to a

public charter district unless the district's charter otherw se

descri bes procedures for purchasing and contracting and the

procedures are approved by the State Board of Educati on.

(b) A public charter district is considered to be:

(1) a governnental entity for purposes of:

(A) Subchapter D, Chapter 2252, Governnent Code;

(B) Subchapter B, Chapter 271, Local Governnent

(2) a political subdivision for purposes of Subchapter

A, Chapter 2254, Governnment Code; and
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(3) a local governnent for purposes of Sections

2256. 009-2256. 016, Gover nnent Code.

(c) To the extent consistent wth this section, a

requirenent in a law listed in this section that applies to a

school district or the board of trustees of a school district

applies to a public charter district, the governing body of a

charter holder, or the governing body of a public charter

district.

Sec. 11A.056. APPLICABILITY OF LAWs RELATI NG TO CONFLI CT CF

| NTEREST. (a) A menber of the governing body of a charter

hol der, a nenber of the governing body of a public charter

district, or an officer of a public charter district is

considered to be a local public official for purposes of Chapter

171, Local Governnent Code. For purposes of that chapter:

(1) a nenber of the governing body of a charter hol der

or a nenber of the governing body or officer of a public charter

district is considered to have a substantial interest in a

busi ness entity if a person related to the nmenber or officer in

the third degree by consanguinity or affinity, as detern ned

under Chapter 573, Governnent Code, has a substantial interest

in the business entity under Section 171.002, Local Governnent

Code; and

(2) a teacher at a public charter district nay serve

as a nmenber of the governing body of the charter holder or the

governi ng body of the public charter district if the teachers

serving on the governing body:

(A) do not constitute a quorum of the governing
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body or any commttee of the governing body; and

(B) conply with the requirenents of Sections

171.003-171. 007, Local Government Code.

(b) To the extent consistent wth this section, a

requirenent of a law listed in this section that applies to a

school district or the board of trustees of a school district

applies to a public charter district, the governing body of a

charter holder, or the governing body of a public charter

district.

Sec. 11A.057. APPLICABILITY OF NEPOTI SM LAWS. (a) A

public charter district, including the governing body of a

public charter district and any district enployee with fina

authority to hire a district enployee, is subject to a

prohibition, restriction, or requirenent, as applicable, inposed

by state law or by a rule adopted under state law, relating to

nepoti sm under Chapter 573, Governnent Code.

(b) Notwi thstanding Subsection (a), a nenber of the

governi ng body of a charter holder nmay not be related in the

third degree by consanguinity or affinity, as determ ned under

Chapter 573, Governnent Code, to another nmenber of the governing

body of the charter hol der.

(c) This section does not apply to an appointnment,

confirmati on of an appointnent, or vote for an appointnent or

confirmati on of an appointnent of an individual to a position

if:

(1) the charter holder operating the public charter

district where the individual is enployed or serves as a nenber
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of the governing body operated an open-enrollnent charter school

under Subchapter D, Chapter 12, on August 31, 2005;

(2) the individual was enployed or serving in the

position on August 31, 2005, in conpliance with former Section

12.1055; and

(3) the individual has been continuously enpl oyed or

serving since a date on or before January 1, 2005.

(d) If, under Subsection (c), an individual continues to be

enpl oyed or serve in a position, the public official to whomthe

individual is related in a prohibited degree may not participate

in any deliberation or voting on the appoi ntnment, reappointnent,

confirmati on of the appointnent or reappointnment, enploynent,

reempl oynent, change in status, conpensation, or dism ssal of

the individual if that action applies only to the individual and

is not taken regarding a bona fide class or category of

enpl oyees.

[ Sections 11A.058-11A.100 reserved for expansion]

SUBCHAPTER C. CHARTER | SSUANCE AND ADM NI STRATI ON

Sec. 11A.101. APPLI CATI ON. (a) The State Board of

Educati on shall adopt:

(1) an application formand a procedure that nust be

used to apply for a charter for a public charter district; and

(2) criteria to use in selecting a programfor which

to grant a charter.

(b) The application form must provide for including the

i nformation required under Section 11A. 103 to be contained in a

charter.
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(c) The State Board of Education nay approve or deny an

application based on criteria it adopts and on financial,

governi ng, and operational standards adopted by the comm ssioner

under this chapter. The criteria the board adopts nust i ncl ude:

(1) criteria relating to inproving student perfornmance

and encouragi ng i nnovative prograns; and

(2) criteria relating to the educati onal benefit for

students residing in the geographic area to be served by the

proposed public charter district, as conpared to any significant

financial difficulty that a loss in enroll nment nmay have on any

school district whose enrollnment is likely to be affected by the

public charter district.

(d) A public charter district may not begin operating under

this chapter unless the conni ssioner has certified that the

applicant has acceptable adm nistrative and accounting systemns

and procedures in place for the operation of the proposed public

charter district.

Sec. 11A.102. NOTI FI CATI ON OF CHARTER APPLI CATI ON. The

comm ssioner by rule shall adopt a procedure for providing

notice to each nmenber of the |egislature that represents the

geographic area to be served by the proposed public charter

district, as deternm ned by the conm ssioner, on receipt by the

State Board of Education of an application for a charter for a

public charter district under Section 11A. 101.

Sec. 11A.103. CONTENT. (a) Each charter granted under

t his chapter nust:

(1) describe the educational programto be offered
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which nust include the required curriculum as provided by

Section 28.002;

(2) establish educational goals, which nust include

accept abl e student perfornance as determ ned under Chapter 39;

(3) specify the grade levels to be offered, which nust

be sufficient to pernmit the agency to assign an accountability

rati ng under Chapter 39;

(4) describe the facilities to be used;

(5) describe the geographical area served by the

progrant and

(6) specify any type of enrollment criteria to be

used.

(b) A charter holder of a public charter district shal

consider including in the district's charter a requirenent that

the district develop and adni ni ster personal graduation pl ans

under Section 28.0212, as added by Chapter 1212, Acts of the

78th Legi sl ature, Regul ar Session, 2003.

Sec. 11A.104. FORM A charter for a public charter

district shall be in the formof a |license issued by the State

Board of Education to the charter hol der.

Sec. 11A.1041. GRANT OF CHARTER REQUI RED FOR CERTAIN

ENTI Tl ES. (a) Notwi t hstanding Section 11A 101, t he

comm ssioner shall imediately grant a charter under this

chapter to the following entities on or before August 1, 2006:

(1) an eligible entity holding a charter granted

before Septenber 1, 2002, under Subchapter D, Chapter 12, as

t hat subchapter existed on January 1, 2005, if:
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(A) for fiscal years 2004 and 2005, the entity

had total assets that exceeded total liabilities, as determ ned

by the entity's annual audit report under Section 44.008;

(B) at least 25 percent of all students enrolled

at the entity's open-enroll nent charter school and adm ni stered

an assessnent instrunent under Section 39.023(a), (c), or (Il)

performed satisfactorily on the assessnment instrunment in

mat henati cs, as determ ned by the school's assessnent instrunent

results for the 2005- 2006 school year; and

(C) at least 25 percent of all students enrolled

at the entity's open-enroll nent charter school and adm ni stered

an assessnent instrument under Section 39.023(a), (c), or (Il)

perfornmed satisfactorily on the assessnent instrunent in reading

or English | anguage arts, as applicable, as determ ned by the

school's assessnent instrunent results for the 2005-2006 school

ear;

(2) a governnental entity holding a charter under

Subchapter D, Chapter 12, as that subchapter existed on January

1, 2005;

(3) an eligible entity holding a charter under

Subchapter D, Chapter 12, as that subchapter existed on January

1, 2005, if at |east 85 percent of students enrolled in the

school reside in a residential facility; and

(4) an eligible entity granted a charter on or after

Septenber 1, 2002, under Subchapter D, Chapter 12, as that

subchapt er existed on January 1, 2005.

(b) Assessnent instrunent results for fewer than five
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students are not considered for purposes of Subsection (a)(1)(B)

or Q.

(c) The comm ssioner shall determine which entities are

eligible for a charter wunder this section as soon as

practi cabl e.

(d) The content and terms of a charter granted to an

eligible entity under this section nust be the sane as those

under which the entity operated under Subchapter D, Chapter 12,

as that subchapter existed on January 1, 2005, except that where

the ternms conflict with this chapter, this chapter prevails.

(e) Section 11A.157 does not apply to an entity granted a

charter under this section.

(f) A decision of the comm ssioner under this section is

not subject to a hearing or an appeal to a district court.

(g) This section expires January 1, 2008.

Sec. 11A.1042. DETERM NATI ON OF ACCEPTABLE PERFORMANCE.

(a) For purposes of Section 11A. 1041(a), the commi ssi oner shal

conpute the percentage of students who perforned satisfactorily

on an assessnment instrunent in a manner consistent with this

secti on.

(b) The comm ssioner may only consi der the perfornance of a

student who was enrolled as of the date for reporting enroll nent

for the fall senester under the Public Education |Infornmation

Managenent System ( PEI MS).

(c) In computing perfornmance under this section, the

commi Ssi oner mnust:

(1) add the results for third through 11th grade
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assessment instrunments in English and third through sixth grade

assessnent instrunments in Spanish across grade | evels tested at

all canpuses operated by the charter hol der and eval uate those

results for all students;

(2) conbine the results for third through ninth grade

assessnent instrunents in reading and 10th and 11th grade

assessment instrunments in English |anguage arts and eval uate

t hose results as a single subject; and

(3) separately determ ne student performance for

reading and nmathematics as a percentage equal to the sum of

students who perforned satisfactorily on the specific subject

area assessnment instrument in all grade levels tested at all

canpuses operated by the charter hol der divided by the nunber of

students who took the specific subject area assessnent

instrunent in grade levels tested at all canpuses operated by

the charter hol der.

(d) To the extent consistent with this section, the

conmm ssi oner shall use the nethodol ogy used to conpute passing

rates for reading and mathematics assessnent instrunents for

purposes of detern ning accountability ratings under Chapter 39

for the 2004- 2005 school year as provided by 19 T. A C. Section

97.1002.

(e) This section expires January 1, 2008.

Sec. 11A.105. CHARTER GRANTED. Each charter the State

Board of Education grants for a public charter district nust:

(1) satisfy this chapter; and

(2) include the information that is required under
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Section 11A.103 consistent with the infornmation provided in the

application and any nodification the board requires.

Sec. 11A.106. REVISION. (a) A revision of a charter of a

public charter district may be made only with the approval of

t he comm ssi oner.

(b) Not nore than once each year, a public charter district

may request approval to revise the maxi num student enroll ment

descri bed by the district's charter.

(c) The conm ssioner nay not approve a charter revision

that increases a public charter district's enroll nent, increases

the grade |l evels offered, increases the nunber of canpuses, or

changes the boundaries of the geographic area served by the

program unl ess the conmi ssi oner determ nes that:

(1) the district has perfornmed adequately academ cally

and financially;

(2) the district is academcally and financially

capabl e of supporting changes created by the proposed revision;

(3) the governing body of the public charter district

has fully considered all the financial inplications of the

proposed revision; and

(4) the revision is in the best interest of the

students of this state.

Sec. 11A.107. BASIS FOR MODI FI CATI ON, PLACEMENT  ON

PROBATI ON, OR REVOCATI ON. (a) The conmi ssioner nay nodify,

pl ace on probation, or revoke the charter of a public charter

district if the conm ssioner determ nes under Section 11A. 108

that the charter hol der:
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(1) commtted a material violation of the charter

(2) failed to satisfy generally accepted accounting

standards of fiscal nmnagenent;

(3) failed to protect the health, safety, welfare, or

best interests of the students enrolled at the public charter

district; or

(4) failed to conply with this chapter or another

applicable | aw or rule.

(b) The conm ssioner shall revoke the charter of a public

charter district without a hearing if:

(1) in two consecutive years, the public charter

district:

(A) is rated academcally wunacceptable under

Subchapter D, Chapter 39; or

(B) is rated financially unacceptable by the

comm ssi oner under Subchapter |, Chapter 39; or

(2) all canpuses operated by the public charter

district have been ordered closed under Section 39.131(a) or

39. 132(b).

(c) A revocation under Subsection (b)(1l) is effective on

January 1 followi ng the school year in which the public charter

district received a second unacceptabl e rating.

Sec. 11A.108. PROCEDURE FOR MODI FI CATI ON, PLACEMENT ON

PROBATI ON, OR REVOCATION. (a) The comm ssioner shall adopt a

procedure to be used for nodifying, placing on probation, or

revoking the charter of a public charter district under Section

11A. 107( a).
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(b) The procedure adopted under Subsection (a) mnust provide

an opportunity for a hearing to the charter hol der.

Sec. 11A.109. APPEAL OF MODI FI CATI ON, PLACEMENT  ON

PROBATI ON, OR REVOCATI ON. A charter holder may appeal a

nodi fication, placenent on probation, or revocation under this

subchapter only in the manner provided by the applicable

procedures adopted by the conmm ssioner under Section 11A 108.

The charter hol der may not otherw se appeal to the conmi ssi oner

and may not appeal to a district court.

Sec. 11A.110. EFFECT OF REVOCATI ON OR SURRENDER OF CHARTER

If the comm ssioner revokes a charter of a public charter

district, if a district is ordered closed under Chapter 39, or

if a public charter district surrenders its charter, the

district nay not:

(1) <continue to operate under this chapter; or

(2) receive state funds under this chapter.

[ Sections 11A.111-11A. 150 reserved for expansion]

SUBCHAPTER D. POAERS AND DUTI ES OF GOVERNI NG BODI ES OF

CHARTER HOLDERS, PUBLI C CHARTER DI STRI CTS, AND MANAGEMENT

COVPANI ES

Sec. 11A.151. RESPONSIBILITY FOR PUBLI C CHARTER DI STRI CT.

The governing body of a charter holder is responsible for the

managenent, operation, and accountability of the public charter

district, regardl ess of whether the governing body del egates the

governi ng body's powers and duties to anot her person.

Sec. 11A.152. COWMPOSITION OF GOVERNI NG BODY OF CHARTER

HOLDER. The governing body of a charter hol der nust be conposed
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of at least five nenbers.

Sec. 11A.153. RESTRICTIONS ON SERVING AS MEMBER OF

GOVERNI NG BODY OF CHARTER HOLDER OR PUBLI C CHARTER DI STRI CT OR

AS OFFI CER OR EMPLOYEE. (a) Except as provided by Subsection

(b), a person may not serve as a nenber of the governing body of

a charter holder, as a nenber of the governing body of a public

charter district, or as an officer or enployee of a public

charter district if the person:

(1) bhas been convicted of a felony or a m sdeneanor

i nvol vi ng noral turpitude;

(2) bhas been convicted of an offense listed in Section

37.007(a);

(3) has been convicted of an offense listed in Article

62.01(5), Code of Crim nal Procedure; or

(4) bhas a substantial interest in a managenent

conpany.

(b) A person who has been convicted of an of fense descri bed

by Subsection (a)(1), (2), or (3) may serve as a nmenber of the

governi ng body of a charter holder, as a nenber of the governing

body of a public charter district, or as an officer or enployee

of a public charter district if the conm ssioner determ nes that

the person is fit to serve in that capacity. In nmaking a

determ nati on under this subsection, the conmm ssioner shall

consi der:

(1) the factors described by Section 53.022,

Occupations Code, for determning the extent to which a

conviction relates to an occupati on;
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(2) the factors described by Section 53.023,

Occupati ons Code, for deternmining the fitness of a person to

perform the duties and discharge the responsibilities of an

occupati on; and

(3) other appropriate factors, as determ ned by the

commi Ssi oner .

(c) For purposes of Subsection (a)(4), a person has a

substantial interest in a nanagenment conpany if the person

(1) has a controlling interest in the conpany;

(2) owns nmore than 10 percent of the voting interest

in the conpany;

(3) owns nore than $25,000 of the fair narket val ue of

t he conpany;

(4) bhas a direct or indirect participating interest by

shares, stock, or otherw se, regardl ess of whether voting rights

are included, in nore than 10 percent of the profits, proceeds,

or capital gains of the conpany;

(5) is a nenber of the board of directors or other

governi ng body of the conpany;

(6) serves as an elected officer of the conpany; or

(7) 1is an enployee of the conpany.

Sec. 11A.154. LIABILITY O MEMBERS OF GOVERNI NG BODY OF

CHARTER HOLDER. (a) Notw t hstanding the Texas Non-Profit

Corporation Act (Article 1396-1.01 et seq., Vernon's Texas C vi

Statutes), Chapter 22, Business Organi zati ons Code, or other

|l aw, on request of the conmi ssioner, the attorney general shall

bring suit against a nenber of the governing body of a charter
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hol der for breach of a fiduciary duty by the nenber, including

m sapplication of public funds.

(b) The attorney general nmay bring suit under Subsection

a) for:

(1) danmges;

(2) injunctive relief; or

(3) any other equitable renmedy determned to be

appropriate by the court.

(c) This section is cunulative of all other renedies.

Sec. 11A.155. TRAINI NG FOR MEMBERS OF GOVERNI NG BODY OF

CHARTER HOLDER. (a) The conm ssioner shall adopt rules

prescribing training for nenbers of governing bodies of charter

hol der s.

(b) The rul es adopted under Subsection (a) nay:

(1) specify the m ninmum anount and frequency of the

training;

(2) require the training to be provided by:

(A) the agency and regional education service

centers;

(B) entities other than the agency and service

centers, subject to approval by the comm ssioner; or

(C) both the agency, service centers, and ot her

entities; and

(3) require training to be provided concerni ng:

(A) basic school law, including school finance;

(B) health and safety issues;

(C) accountability requirenents related to the
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use of public funds; and

(D) other requirenents relating to accountability

to the public, such as open neetings requirenents under Chapter

551, Governnent Code, and public information requirenents under

Chapter 552, Governnent Code.

Sec. 11A.156. BYLAWS;, ANNUAL REPORT. (a) A charter hol der

shall file with the State Board of Education a copy of its

articles of incorporation and byl aws, or conparabl e docunents if

t he charter hol der does not have articles of incorporation or

byl aws, within the period and in the manner prescri bed by the

board.

(b) Each public charter district shall file annually with

the State Board of Education the following information in a form

prescri bed by the board:

(1) the nane, address, and tel ephone nunmber of each

of ficer and nember of the governing body of the charter hol der;

and

(2) the anmpunt of annual conpensation the public

charter district pays to each officer and nenber of the

governi ng body.

Sec. 11A.157. QUARTERLY FI NANCI AL REPORTS REQUI RED. During

a public charter district's first year of operation, the charter

hol der shal | submt quarterly financial reports to the

comm ssioner. The conm ssioner by rule shall determne the form

and content of the financial reports under this section.

Sec. 11A.158. PEIMS | NFORVATI ON. The governi ng body of a

public charter district shall comply with Section 42. 006.
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Sec. 11A.159. LIABILITY OF MANAGEMENT COMPANY. (a) A

managenent conpany that provi des managenent services to a public

charter district is liable for damages incurred by the state or

a school district as a result of the failure of the conpany to

conply with its contractual or other |legal obligation to provide

services to the district.

(b) On request of the conm ssioner, the attorney general

may bring suit on behalf of the state against a nmnhagenent

conpany |i abl e under Subsection (a) for:

(1) damages, including any state funding received by

t he conpany and any consequenti al danages suffered by the state;

(2) injunctive relief; or

(3) any other equitable renmedy determned to be

appropriate by the court.

(c) This section is cunmulative of all other renedi es and

does not affect:

(1) the liability of a nmanagenent conpany to the

charter hol der; or

(2) the liability of a charter holder, a nenber of the

governi ng body of a charter holder, or a nenber of the governing

body of a public charter district to the state.

Sec. 11A.160. LOANS FROM MANAGEMENT COMPANY PRCHI Bl TED

(a) The charter holder or the governing body of a public

charter district may not accept a |loan from a managenent conpany

that has a contract to provide nanagenment services to:

(1) the district; or

(2) another public charter district that operates
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under a charter granted to the charter hol der.

(b) A charter holder or the governing body of a public

charter district that accepts a |loan from a nanagement conpany

may not enter into a contract with that nanagenment conpany to

provi de nmanagenent services to the district.

Sec. 11A.161. CONTRACT FOR MANAGEMENT SERVI CES. Any

contract, including a contract renewal, between a public charter

district and a managenent conpany proposing to provide

managenent services to the district nust require the nmanagenent

conpany to mmintain all records related to the managenent

services separately from any other records of the managenent

conpany.

Sec. 11A.162. CERTAIN MANAGEMENT SERVI CES  CONTRACTS

PROHI Bl TED. The conmmi ssioner may prohibit, deny renewal of,

suspend, or revoke a contract between a public charter district

and a nmanagenent conpany providi ng nanagenent services to the

district if the conm ssioner determ nes that the nanagement

conpany has:

(1) failed to provide educational or related services

in conpliance with the conmpany's contractual or other |ega

obligation to any public charter district in this state or to

any other simlar entity in another state,;

(2) failed to protect the health, safety, or welfare

of the students enrolled at a public charter district served by

t he conpany;

(3) violated this chapter or a rule adopted under this

chapter; or
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(4) otherwise failed to conply with any contractual or

other |l egal obligation to provide services to the district.

[ Sections 11A.163-11A. 200 reserved for expansion]

SUBCHAPTER E. FUNDI NG AND FI NANCI AL OPERATI ONS

Sec. 11A.201. STATE FUNDING (a) To the extent consistent

with Subsection (c), a charter holder is entitled to receive for

the public charter district funding under Chapter 42 as if the

public charter district were a school district without a | ocal

share for purposes of Section 42.253 and w thout any | ocal

revenue ("LR') for purposes of Section 42.302. |In determ ning

funding for a public charter district, adjustnents under

Sections 42.102, 42.103, and 42.105 and the district enrichnent

tax rate ("DTR") under Section 42.302 are based on the average

adj ustnent and average district enrichnent tax rate for the

state.

(a-1) Notwi thstanding Subsection (a), an entity granted a

charter under Section 11A 1041 is entitled to receive funding

for each student in weighted average daily attendance in an

amount equal to the greater of the anmpunt determ ned under

Subsection (a) or the ampunt to which the entity was entitl ed

for the 2003- 2004 or 2004- 2005 school year, as determned by the

commi Ssi oner . A determ nation of the comm ssioner under this

subsection is final and not subject to appeal. This subsection

expi res Septenber 1, 2013.

(b) To the extent consistent with Subsection (c), a public

charter district is entitled to funds that are available to

school districts fromthe agency or the conm ssioner in the form
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of grants or other discretionary funding unless the statute

authorizing the funding explicitly provides that a public

charter district is not entitled to the funding.

(c) A charter holder is entitled to receive for a public

charter district funding under this section only if the hol der:

(1) provides information for the Public Education

| nformati on Managenment System (PEIMS) as required by this

chapter;

(2) submts to the comm ssioner appropriate fiscal and

financi al records as required by this chapter and the

commi ssi oner; and

(3) receives an annual unqualified opinion in the

standard report filed pursuant to Section 11A.210.

(d) The comm ssioner shall suspend the funding of a charter

hol der that fails to conply with Subsection (c) wuntil the

conm ssi oner determ nes that the charter holder is in conpliance

or has cured any nonconpliance and has adopted adequate

procedures to prevent future nonconpliance.

(e) The conmm ssioner may adopt rules to provide and account

for state funding of public charter districts under this

section. A rule adopted under this section may be simlar to a

provision of this code that is not simlar to Section 11A 052(b)

if the conmm ssioner determnes that the rule is related to

financing of public charter districts and is necessary or

prudent to provide or account for state funds.

Sec. 11A.202. |INSTRUCTIONAL FACILITIES ALLOTMENTS. (a) In

this section, "instructional facility" has the neani ng assi gned
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by Section 46.001.

(b) A charter hol der IS initially eligible for

instructional facilities allotments in accordance with this

section if:

(1) any canpus of a public charter district for which

the charter holder has been granted a license has for two

consecutive school years been rated exenplary or recognized

under Subchapter D, Chapter 39, or has perforned at a conparabl e

| evel, as determ ned by the comm ssioner for purposes of this

section; and

(2) on the npst recent audit of the financial

operations of the district conducted pursuant to Section

11A. 210, the district has satisfied generally accepted

accounting standards of fiscal nmnagenent as evidenced by an

unqualified opinion in the standard report issued and fil ed

pursuant to Section 11A. 210.

(c) Once a public charter district satisfies the initial

eligibility requirements under Subsection (b) and receives an

all otment under this section, the district continues to renmain

eligible until the district receives an accountability rating of

unaccept abl e under Subchapter D, Chapter 39, at which point the

district is again subject to the eligibility requirenments of

Subsection (b).

(d) The commi ssioner annually shall review the eligibility

of a public charter district canpus for purposes of this

secti on.

(e) Except as otherw se provided by this section, a charter
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holder is entitled to an annual allotment in an anmount

determned by the conm ssioner, not to exceed $1,000 or a

di fferent amount provided by appropriation, for each student in

average daily attendance during the preceding year at a canpus

of a public charter district for which the charter hol der has

been granted a charter that is eligible for an all ot ment under

this section.

(f) A charter holder who receives funds under this section

may use the funds only to:

(1) purchase real property on which to construct an

instructional facility for a public charter district canpus for

whi ch the funds were paid under Subsection (e);

(2) purchase, |ease, construct, expand, or renovate

instructional facilities for a public charter district canpus

for which the funds were paid under Subsection (e);

(3) pay debt service in connection with instructional

facilities purchased or inproved for a canpus of the public

charter district that meets the requirenents under Subsection

b): or

(4) nmaintain and operate public charter district

instructional facilities.

(g) A decision of the conm ssioner under Subsection (e) is

final and may not be appeal ed.

(h) The conmi ssioner shall by rule establish procedures to

ensure that funds a charter holder clains to be using for

pur poses of Subsection (f)(3) are used only for that purpose.

Sec. 11A.203. STATUS AND USE OF FUNDS. (a) Funds received
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under Section 11A. 201 or 11A. 202 by a charter hol der:

(1) are considered to be public funds for all purposes

under state | aw

(2) are held in trust by the charter holder for the

benefit of this state and the students of the public charter

district;

(3) may be used only for a purpose for which a schoo

may use | ocal funds under Section 45.105(c) in the case of funds

received under Section 11A 201, and may be used only for a

pur pose specified under Section 11A 202(f) in the case of funds

recei ved under Section 11A. 202; and

(4) pending their use, nust be deposited into a bank,

as defined by Section 45.201, with which the charter hol der has

entered into a depository contract under Section 11A. 204.

(b) Funds deposited under Subsection (a)(4) may be directly

deposited into an account controlled by a bond trustee acting

for the charter holder pursuant to a bond indenture agreenent

requiring direct deposit.

(c) The conm ssioner shall adopt rules for identifying

public funds in accordance with Subsection (a).

(d) The conm ssioner may bring an action in district court

in Travis County for injunctive or other relief to enforce this

section. In identifying public funds held by a charter hol der,

the court shall use the criteria adopted by the conm ssioner

under Subsection (c). Except as otherwi se provided by this

subsection, the court shall enter any order wunder this

subsection concerning public funds held by the charter hol der
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necessary to best serve the interests of the students of a

public charter district. In the case of a public charter

district that has ceased to operate, the court shall enter any

order under this subsection concerning public funds held by the

charter holder necessary to best serve the interests of this

state.

Sec. 11A.204. DEPOSI TORY CONTRACT; BOND. (a) Each bank

sel ected as a school depository and the charter hol der shal

enter into a depository contract, bond, or other necessary

instrunent setting forth the duties and agreenents pertaining to

the depository, in a formand with the content prescribed by the

State Board of Educati on.

(b) The depository bank shall attach to the contract and

file with the charter holder a bond in an initial anmpunt equal

to the estinmated highest daily balance, determined by the

charter holder, of all deposits that the charter holder will

have in the depository during the termof the contract, |ess any

appl i cabl e Federal Deposit | nsurance Corporation insurance. The

bond nust be payable to the charter hol der and nust be signed by

t he depository bank and by a surety conpany authorized to engage

in business in this state. The depository bank shall increase

the ampunt of the bond if the charter holder determ nes the

increase is necessary to adequately protect the funds of the

charter hol der deposited with the depository bank.

(c) The bond shall be conditioned on:

(1) the faithful performance of all duties and

obligations i nposed by | aw on the depository;
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(2) the paynent on presentation of all checks or

drafts on order of the charter holder, in accordance with its

orders entered by the charter holder according to | aw

(3) the paynment on demand of any denand deposit in the

depository;

(4) the paynent, after the expiration of the period of

notice required, of any tine deposit in the depository;

(5) the faithful keeping of school funds by the

depository and the accounting for the funds according to | aw,

and

(6) the faithful paying over to the successor

depository all balances renaining in the accounts.

(d) The bond and the surety on the bond nust be approved by

the charter holder. A premumon the depository bond nay not be

paid out of charter holder funds related to operation of the

public charter district.

(e) The charter holder shall file a copy of the depository

contract and bond with the agency.

(f) Instead of the bond required under Subsection (b), the

depository bank may deposit or pledge, with the charter hol der

or with a trustee designated by the charter hol der, approved

securities, as defined by Section 45.201, in an anpunt

sufficient to adequately protect the funds of the charter hol der

deposited with the depository bank. A depository bank may give

a bond and deposit or pl edge approved securities in an aggregate

anpunt sufficient to adequately protect the funds of the charter

hol der deposited with the depository bank. The charter hol der
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shall periodically designate the anount of approved securities

or the aggregate ampunt of the bond and approved securities

necessary to adequately protect the charter holder. The charter

hol der may not designate an anpunt |ess than the bal ance of

charter holder funds on deposit with the depository bank from

day to day, |less any applicable Federal Deposit |nsurance

Cor poration insurance. The depository bank may substitute

approved securities on obtaining the approval of the charter

hol der . For purposes of this subsection, the approved

securities are valued at their market val ue.

Sec. 11A.205. EFFECT OF ACCEPTI NG STATE FUNDING A charter

hol der who accepts state funds under Section 11A. 201 or 11A. 202

agrees to be subject to all requirenents, prohibitions, and

sanctions authorized under this chapter.

Sec. 11A 206. PROPERTY PURCHASED OR LEASED W TH STATE

FUNDS. (a) Property purchased or |eased with funds recei ved by

a charter hol der under Section 11A. 201 or 11A. 202:

(1) is considered to be public property for all

pur poses under state | aw,

(2) is held in trust by the charter holder for the

benefit of this state and the students of the public charter

district; and

(3) may be used only for a purpose for which a schoo

district nay use school district property.

(b) The conm ssioner shall:

(1) take possession and assune control of the property

descri bed by Subsection (a) of a public charter district that
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ceases to operate; and

(2) supervise the disposition of the property in

accordance with | aw.

(c) This section does not affect the priority of a security

interest in or lien on property established by a creditor in

conpliance with law if the security interest or lien arose in

connection with the sale or | ease of the property to the charter

hol der .

(d) The comm ssioner shall adopt rules for identifying

public property in accordance with Subsection (a).

(e) The conm ssioner may bring an action in district court

in Travis County for injunctive or other relief to enforce this

section. In identifying public property held by a charter

hol der, the <court shall wuse the criteria adopted by the

conmm ssi oner under Subsection (d). Except as ot herw se provi ded

by this subsection, the court shall enter any order under this

subsection concerning public property held by the charter hol der

necessary to best serve the interests of the students of a

public charter district. In the case of a public charter

district that has ceased to operate, the court shall enter any

order under this subsection concerning public property held by

t he charter hol der necessary to best serve the interests of this

st ate. The court may order title to real or personal public

property held by the charter holder transferred to a trust

established for the purpose of nmnagi ng the property or nay neke

ot her disposition of the property necessary to best serve the

interests of this state.
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Sec. 11A.207. USE OF MJUNICIPAL FUNDS FOR PUBLI C CHARTER

DI STRICT LAND OR FACILITIES. A nunicipality to which a charter

is granted under this chapter nmay borrow funds, i ssue

obligations, or otherwi se spend its funds to acquire |and or

acquire, construct, expand, or renovate school buildings or

facilities and related inmprovenents for its public charter

district within the city limts of the nmunicipality in the sane

manner the nunicipality is authorized to borrow funds, issue

obligations, or otherwi se spend its funds in connection with any

ot her public works project.

Sec. 11A.208. TEXTBOOK FUNDING A public charter district

is entitled to funding for textbooks under Chapter 31 and is

subject to that chapter as if the public charter district were a

school district.

Sec. 11A.209. ANNUAL BUDGET. The governing body of a

public charter district shall annually adopt a budget for the

district in conpliance with Subchapter A, Chapter 44.

Sec. 11A.210. ANNUAL AUDIT. The governi ng body of a public

charter district shall conduct an annual audit in a manner that

conplies with Section 44. 008.

[ Sections 11A.211-11A. 250 reserved for expansion]

SUBCHAPTER F. OPERATI ON OF PUBLI C SCHOOL CHARTER DI STRI CT

Sec. 11A.251. ADM SSI ON POLI CY. (a) A public charter

district may not discrinmnate in adm ssion policy on the basis

of sex, national origin, ethnicity, religion, disability, or

academ c, artistic, or athletic ability or the district the

child woul d otherwi se attend in accordance with this code.
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(b) A public charter district adm ssion policy may provide

for the exclusion of a student who has a docunented history of a

crimnal offense, a juvenile court adjudication, or discipline

probl ens under Subchapter A, Chapter 37.

Sec. 11A.252. ADM SSION OF STUDENTS. (a) For admi ssion to

a public charter district canpus, the governing body of the

district shall:

(1) require the applicant to conplete and subnt an

application not later than a reasonable deadline the district

est abl i shes; and

(2) on receipt of nore acceptable applications for

adm ssion under this section than available positions in the

school :

(A fill the avail able positions by |ottery; or

(B) subject to Subsection (b), fill the avail able

positions in the order in which applications received before the

application deadline were received.

(b) A public charter district nmay fill applications for

adm ssion under Subsection (a)(2)(B) only if the district

publ i shed a notice of the opportunity to apply for adm ssion to

the district. A notice published under this subsection nust:

(1) state the application deadline; and

(2) be published in a newspaper of general circul ation

in the community in which the district canpus is |ocated not

| ater than the seventh day before the application deadli ne.

Sec. 11A.253. STUDENT ENRCLLMENT. (a) Except as provided

by Subsection (b) or as otherw se determ ned inpracticable by
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t he comm ssioner, during a public charter district's first year

of operation, the district nust have a student enrol |l nent of at

| east 100 and not nore than 500 at any tinme during the schoo

ear.

(b) A public charter district may have a student enrol | ment

of less than 100 if approved by the comm ssi oner.

(c) Not later than a public charter district's third year

of operation, at |least 25 percent of the district's students

nmust be enrolled in one or nore grade |levels for which

assessnent instrunments are adm ni stered under Section 39.023(a).

(d) The commissioner my dgrant a waiver from the

requi renents of Subsection (c¢) for a public charter district

that opens a canpus serving prekindergarten or kindergarten

students and agrees to.:

(1) add at |east one higher grade |evel class each

school year after opening the canmpus; and

(2) wuntil the canpus conplies with Subsection (c),

adopt accountability neasures to assess the performance of the

students not assessed under Section 39.023(a).

Sec. 11A.254. TUITION AND FEES RESTRICTED. (a) A public

charter district may not charge tuition to an eligible student

who applies for adm ssion to the district under this chapter.

(b) The governing body of a public charter district may

require a student to pay any fee that the board of trustees of a

school district may charge under Section 11.158(a). The

governi ng body nay not require a student to pay a fee that the

board of trustees of a school district nmay not charge under
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Section 11.158(b).

Sec. 11A.255. TRANSPORTATION. A public charter district

shall provide transportation to each student attending the

school to the sane extent a school district is required by |aw

to provide transportation to district students.

Sec. 11A. 256. REMOVAL OF STUDENTS TO DI SCI PLI NARY

ALTERNATI VE EDUCATI ON PROGRAM EXPULSI ON OF STUDENTS. (a) The

governi ng body of a public charter district shall adopt a code

of conduct for the district or for each canpus in the district.

(b) The code of conduct nust include:

(1) standards for student behavior, including the

types of prohibited behaviors and the possi bl e consequences of

m sbehavi or; and

(2) the district's due process procedures regarding

expul sion of a student.

(c) A final decision of the governing body of a public

charter district regarding action taken under the code of

conduct nay not be appeal ed.

(d) A public charter district nay not expel a student for a

reason that is not authorized by Section 37.007 or specified in

the district's code of conduct as conduct that nmay result in

expul si on.

(e) Section 37.002 does not apply to a public charter

district except to the extent specified by the governing body of

the public charter district in the district's code of conduct.

[ Sections 11A. 257-11A. 300 reserved for expansi on]

SUBCHAPTER G.  PUBLI C CHARTER DI STRI CT EMPLOYEES

Page -248 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Sec. 11A.301. M N MUM TEACHER QUALI FI CATI ONS. Except as

otherwise required by this chapter, a person enployed as a

teacher by a public charter district nust hold a high school

di pl oma.
Sec. 11A. 302. NOTI CE OF PROFESSI ONAL EMPLOYEE

QUALI FI CATIONS. (a) Each public charter district shall provide

to the parent or guardi an of each student enrolled at a canpus

in the district witten notice of the qualifications of each

pr of essi onal enpl oyee, including each teacher, enpl oyed at the

canpus.

(b) The notice must include:

(1) any professional or educational degree held by the

enpl oyee;

(2) a statenent of any certification under Subchapter

B, Chapter 21, held by the enpl oyee; and

(3) any relevant experience of the enpl oyee.

Sec. 11A. 303. COLLECTION OF FINGERPRINTS REQUI RED. The

governing body of a public charter district shall obtain a

complete set of fingerprints from each person described by

Section 21.0032(a).

Sec. 11A.304. CRIM NAL H STORY AND DI SCI PLI NARY HI STORY OF

CERTAI N APPLI CANTS. A public charter district nust conply with

Section 21.0032 before enmploying or otherwi se securing the

services of a person as a teacher, teacher intern or trainee,

l'i brari an, educati onal ai de, adm ni strator, or counsel or,

regardless of whether the applicant is certified under

Subchapter B, Chapter 21.
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Sec. 11A.305. MEMBERSHI P I N TEACHER RETI REMENT SYSTEM OF

TEXAS. (a) An enpl oyee of a public charter district who

qualifies for membership in the Teacher Retirement System of

Texas shall be covered under the system to the sanme extent a

qualified enpl oyee of a school district is covered.

(b) For each enpl oyee of a public charter district covered

under the system the public charter district is responsible for

maki ng any contribution that otherwise would be the |egal

responsibility of a school district, and the state is

responsi ble for making contributions to the sane extent it woul d

be legally responsible if the enployee were a school district

enpl oyee.
[ Sections 11A. 306-11A. 350 reserved for expansion]

SUBCHAPTER H.  POWERS AND DUTI ES OF COWM SSI ONER

Sec. 11A.351. AUDIT. (a) To the extent consistent with

this section, the comm ssioner nay audit the records of:

(1) a public charter district or canpus;

(2) a charter holder; and

(3) a nmanagenent conpany.

(b) An audit wunder Subsection (a) nust be limted to

matters directly related to the managenent or operation of a

public charter district, including any financial, student, and

adm nistrative records.

(c) Unless the comm ssioner has specific cause to conduct

an additional audit, the comm ssioner may not conduct nore than

one on-site audit of a public charter district under this

section during any fiscal vyear, including any audit of
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financial, student, and admi nistrative records. For purposes of

this subsection, an audit of a charter holder or nanagenent

conpany associated with a public charter district is not

consi dered an audit of the district.

Sec. 11A.352. SUBPCENA. (a) The conm ssioner nay issue a

subpoena to conmpel the attendance and testinony of a witness or

the production of nmaterials rel evant to an audit or

i nvestigation under this chapter.

(b) A subpoena may be issued throughout the state and nmay

be served by any person designated by the conm ssioner.

(c) If a person fails to comply with a subpoena issued

under this section, the comni ssioner, acting through the

attorney general, nay file suit to enforce the subpoena in a

district court in Travis County or in the county in which the

audit or investigation is conducted. The court shall order

conpliance with the subpoena if the court finds that good cause

exists to i ssue the subpoena.

(d) This section expires Septenmber 1, 2007.

Sec. 11A.353. SANCTIONS. (a) The conm ssioner shall take

any of the actions described by Subsection (b) or by Section

39.131(a), to the extent the comm ssioner determ nes necessary,

if a public charter district, as deternmi ned by a report issued

under Section 39.076(b):

(1) comits a nmaterial violation of the district's

charter;

(2) fails to satisfy generally accepted accounting

standards of fiscal managenent; or
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(3) fails to conply with this chapter or another

applicable rule or |aw.

(b) The commi ssioner may tenporarily w thhold funding

suspend the authority of a public charter district to operate,

or take any other reasonable action the comm ssioner determ nes

necessary to protect the health, safety, or welfare of students

enrolled at a district campus based on evidence that conditions

at the district canpus present a danger to the health, safety,

or welfare of the students.

(c) After the comm ssioner acts under Subsection (b), the

public charter district may not receive funding and may not

resune operating until a determnation is nade that:

(1) despite initial evidence, the conditions at the

district canpus do not present a danger of nmaterial harmto the

health, safety, or welfare of students; or

(2) the conditions at the district canmpus that

presented a danger of material harmto the health, safety, or

wel fare of students have been corrected.

(d) Not later than the third business day after the date

t he conmm ssioner acts under Subsection (b), the comm ssioner

shall provide the charter hol der an opportunity for a hearing.

This subsection does not apply to an action taken by the

conmm ssi oner under Chapter 39.

(e) Immediately after a hearing under Subsection (d), the

conm ssi oner nust cease the action under Subsection (b) or

initiate action under Section 11A. 108.

Sec. 11A.3531. SUPERVI SION OF ADM NI STRATI ON OF CERTAIN
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ASSESSMENT | NSTRUMENTS. (a) Usi ng funds appropriated for

conpensatory education prograns under Section 42.152, the

conmm ssi oner shall adopt and inplenent a programfor supervising

the admnistration of assessnent instrunents under Section

39.023 during the 2005-2006 school year at an open-enrol | ment

charter school, other than a school operated by an entity

descri bed by Section 11A 1041(a)(2), (3), or (4), at which | ess

than 25 percent of all students enrolled at the school and

adm ni stered an assessnent instrunment under Section 39.023(a),

(c), or (I) perfornmed satisfactorily on:

(1) the assessnent instrunent in mathematics, as

determ ned by the school's assessnment instrunment results for the

2004- 2005 school vyear; or

(2) the assessnent instrunment in reading or English

| anguage arts, as applicable, as determned by the school's

assessnent instrument results for the 2004-2005 school year

(b) The program adopted under Subsection (a) nust be

desi gned t o:

(1) ensure that the |location at which an assessnent

instrunent is adninistered is secure and under the supervision

of persons who do not have any interest in the results of the

assessnent instrunent; and

(2) provide direct supervision of:

(A the transportation of t he assessnent

instrument materials to and from the |ocation at which the

instrunent is adm ni stered; and

(B) the adm ni stration of t he assessnent
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instrunment to students.

(c) The <commssioner nmay adopt rules necessary to

admnister this section and nmay take any action that the

conm ssi oner deternm nes necessary to ensure the integrity of the

results of an assessnent instrunent admnistered at an open-

enrol | nent charter school described by Subsection (a).

(d) After deducting the anpbunt w thheld under Subsection

(a) from the total anount appropriated for allotnents under

Section 42.152, the comm ssioner shall reduce each district's

al |l ot nent under Section 42.152 proportionately.

(e) An open-enrollment charter school's failure to fully

cooperate with the comn ssioner under this section is sufficient

grounds for revocation of the district's charter, as determ ned

by the comm ssi oner.

(f) This section expires Septenber 1, 2006.

Sec. 11A.354. CONSULTATION W TH CHARTER HOLDERS. The

comm ssioner shall periodically consult with representatives of

charter holders regarding the duties and nm ssion of the agency

relating to the operation of public charter districts. The

conmm ssi oner shall deternm ne the frequency of the consultations.

Sec. 11A.355. EFFECT ON COWM SSI ONER S AUTHORI TY. Not hi ng

in this chapter may be construed to |limt the comm ssioner's

aut hority under Chapter 39.

Sec. 11A.356. RULES. The commi ssioner nmay adopt rul es for

the adm nistration of this chapter.

[ Sections 11A. 357-11A.400 reserved for expansi on]

SUBCHAPTER 1. BLUE RI BBON CHARTER CAMPUS Pl LOT PROGRAM
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Sec. 11A.401. AUTHORI ZATI ON. (a) In this section,

"eligible entity" nmeans an organization that is exenpt from

t axati on under Section 501(a), Internal Revenue Code of 1986, as

an organi zati on descri bed by Section 501(c)(3) of that code.

(b) 1In accordance with this subchapter, the comm ssioner

may aut horize not nore than three charter holders to grant a

charter to an eligible entity to operate a blue ribbon charter

canpus if:

(1) the charter holder proposes to grant the bl ue

ri bbon charter to replicate a distinctive educati on prograni

(2) the charter holder has denonstrated the ability to

replicate the educati on program

(3) the education program has been i npl enented by the

charter holder for at | east seven school years; and

(4) the charter school in which the charter hol der has

i npl enent ed the program has been rated recogni zed or exenplary

under Section 39.072 for at least five school years, including

the two school years preceding the proposed i ssuance of the bl ue

ri bbon charter.

(c) A charter holder nmay grant a blue ribbon charter only

to an applicant that neets any financial, governing, and

operational standards adopted by the comm ssioner under this

subchapter.

(d) A charter holder may grant not nore than two bl ue

ri bbon charters under this subchapter.

Sec. 11A.402. APPLICABILITY OF CERTAIN LAWS. (a) A blue

ri bbon charter canpus is considered a public charter district
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campus for purposes of state and federal |aw.

(b) A blue ribbon charter granted under this subchapter is

not considered for purposes of the limt on the nunber of public

charter districts i nposed by Section 11A. 002.

Sec. 11A.403. RELATIONSH P BETWEEN CHARTER HOLDER AND BLUE

Rl BBON CHARTER CAMPUS. (a) The governing body of the public

charter district authorizing a blue ribbon charter IS

responsi ble for the nmnagenent and operation of the canpus

operated under a blue ribbon charter. A blue ribbon charter

canpus is subject to the rules and policies of the governing

body of the charter holder that granted the blue ribbon charter

(b) For purposes of academ c and financial accountability

and all other purposes under this chapter and Chapter 39, a bl ue

ri bbon charter canpus is considered a canpus of the public

charter district operated by the charter holder that granted the

bl ue ri bbon charter.

(c) A charter holder is entitled to receive funding for a

bl ue ri bbon charter canpus as if the blue ribbon charter canpus

were a canpus of the public charter district operated by the

charter hol der.

Sec. 11A.404. APPLI CATI ON FOR AUTHORI ZATI ON. (a) The

comm ssioner by rule shall adopt an application form and

procedures for a charter holder to apply for authorization to

grant a blue ribbon charter to an eligible entity under this

subchapter.

(b) The application nust specify:

(1) the criteria that will be used to grant bl ue
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ri bbon charters;

(2) procedures for governance and nanagenent of

campuses operating under a blue ribbon charter; and

(3) the performance standard by which continuation of

a blue ribbon charter will be determ ned.

(c) A determination by the conm ssioner regarding an

application under this section is final and may not be appeal ed.

Sec. 11A.405. REVOCATION OF AUTHORI ZATI ON. (a) The

comm ssioner nay revoke a charter holder's authorization to

grant a blue ribbon charter or operate a canpus granted a bl ue

ri bbon charter if the conm ssioner determ nes that the purposes

of this subchapter are not being satisfied.

(b) On revocation of a charter holder's authority under

this section, the charter hol der shall

(1) operate a canpus granted a blue ribbon charter as

a standard canpus of the charter hol der under this chapter; or

(2) <close the canpus effective at the end of the

school year in which the comn ssioner revokes the authorization.

Sec. 11A.406. CONTENT. (a) Each blue ribbon charter

granted under this subchapter nust:

(1) describe the educational programto be offered

whi ch may be a general or specialized education program

(2) provide that continuation of the charter is

conti ngent on satisfactory student perfornance under Subchapter

B, Chapter 39, and on conpliance wth other applicable

accountability provisions under Chapter 39;

(3) specify any basis, in addition to a basis
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specified by this subchapter, on which the charter nay be pl aced

on probation or revoked;

(4) prohibit discrimnation in adni ssion on the basis

of national origin, ethnicity, race, religion, or disability;

(5) describe the governing structure of the blue

ri bbon charter canpus;

(6) specify any procedure or requirenent, in addition

to those under Chapter 38, that the canpus will follow to ensure

the health and safety of students and enpl oyees; and

(7) describe the nmnner in which the canpus and

charter holder granting the blue ribbon charter will conply with

financial and operational requirenents, including requirenents

related to the Public Education I|Information Managenent System

(PEI MS) under Section 11A. 158 and the audit requirenents under

Section 11A.210.

(b) A charter holder may reserve the right to approve

contracts, governance alterations, personnel decisions, and

other natters affecting the operation of the blue ribbon charter

canpus.

(c) A blue ribbon charter nust specify the basis and

procedure to be used by the charter holder for placing the blue

ri bbon charter canpus on probation or revoking the charter,

whi ch nust include an opportunity for an informal review of the

bl ue ri bbon charter campus and governi ng body of the canpus by

t he charter hol der. A charter holder's decision to place on

probati on or revoke a blue ribbon charter is final and may not

be appeal ed.
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Sec. 11A. 407. FORM A blue ribbon charter issued under

this subchapter must be in the form and substance of a witten

contract signed by the president or equivalent officer of the

governi ng body of the charter holder granting the blue ribbon

charter and the president or equivalent officer of the governing

body of the eligible entity to which the blue ribbon charter is

gr ant ed.
Sec. 11A.408. REVI SI ON. A blue ribbon charter granted

under this subchapter may be revised with the approval of the

charter holder that granted the charter.

[ Sections 11A.409-11A.450 reserved for expansion]

SUBCHAPTER J. RECEI VERSHI P FOR CERTAI N OPEN- ENROLL MENT

CHARTER SCHOOLS

Sec. 11A.451. DEFINITIONS. |In this subchapter

(1) "Assets" neans:

(A) public funds, as determ ned under Section

12. 107, as that section existed on January 1, 2005; and

(B) public property, as detern ned under Section

12.128, as that section existed on January 1, 2005.

(2) "Records" means governnent records, as determ ned

under Section 12.1052, as that section existed on January 1,

2005.

Sec. 11A. 452. APPLI CABI LI TY. The conmm ssi oner shal

appoint a receiver under this subchapter for each open-

enrol I ment charter school that on June 1, 2005, was operating

under a charter issued under Subchapter D, Chapter 12, as that

subchapter existed on January 1, 2005, and:
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(1) is not authorized to operate as a public charter

district under this chapter; or

(2) elects not to operate as a public charter district

under this chapter.

Sec. 11A.453. APPO NTMENT OF RECEI VER, BOND REQUI RED. (&)

The conmi ssi oner shall appoint a receiver to protect the assets

and direct the dissolution of open-enroll ment charter schools

subject to this subchapter.

(b) The receiver shall execute a bond in an anpbunt set by

the conmm ssioner to ensure the proper performance of the

receiver's duties.

(c) Until discharged by the conm ssioner, the receiver

shall perform the duties that the comm ssioner directs to

preserve the assets and direct the dissolution of the open-

enrol |l nent charter school under this subchapter

Sec. 11A.454. POWAERS AND DUTI ES OF RECEIVER. (a) After

appoi nt nent and execution of bond under Section 11A 453, the

receiver shall take possession of:

(1) assets and records in the possession of the open-

enrol | nent charter school specified by the conm ssioner; and

(2) any Foundation School Program funds and any ot her

public funds received by the school's charter hol der.

(b) On request of the receiver, the attorney general shal

file a suit for attachnent, garnishment, or involuntary

bankruptcy and take any other action necessary for the

di ssolution of an open-enrollnment charter school wunder this

subchapter.
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(c) If the charter holder of an open-enroll ment charter

school or an officer or enployee of such a school refuses to

transfer school assets or records to a receiver under this

subsection, the receiver nmay ask the attorney general to

petition a court for recovery of the assets or records. |If the

court grants the petition, the court shall award attorney's fees

and court costs to the state.

(d) A record described by this section is a public school

record for purposes of Section 37.10(c)(2), Penal Code.

Sec. 11A.455. DI SPOSITION OF ASSETS. (a) A receiver shal

wind up the affairs of an open-enrollnent charter school and,

except as provided by Subsection (b), reduce its assets to cash

for the purpose of discharging all existing liabilities and

obligations of the school. In winding up the affairs of a
school , the receiver shall cooperate in any bankruptcy
proceedi ng affecting the school. The receiver shall distribute

any renmni ning balance to the conmmi ssi oner.

(b) A receiver shall offer free of charge any equi pnent and

supplies of an open-enroll nment charter school dissolved under

this subchapter to school districts, giving priority to

districts based on the percentage of the charter school's

students that reside in the districts.

(c) The comm ssioner shall use noney in the foundation

school fund and npbney received under this section to pay the

costs described by Section 11A 458 and di scharge liabilities and

obligations of open-enrollment charter schools wunder this

subchapter. The comm ssioner shall deposit any renmining
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bal ance in the foundati on school fund.

Sec. 11A.456. DI SPOSITION OF RECORDS. (a) The records of

an open-enroll ment charter school subject to this subchapter

shall be transferred in the nanner specified by the comm ssi oner

to a custodi an designated by the conm ssioner. The conm ssi oner

may desi gnate any appropriate entity to serve as custodi an of

records, including the agency, a regional education service
center, or a school district. |In designating a custodian, the
comm ssioner shall ensure that the transferred records,

i ncl udi ng student and personnel records, are transferred to a

cust odi an capabl e of:

(1) naintaining the records;

(2) nmaking the records readily accessible to students,

parents, former school enployees, and ot her persons entitled to

access; and

(3) conplying with applicable state or federal |aw

restricting access to the records.

(b) The conmmissioner is entitled to access to any records

transferred to a custodian under this section as the

conmm ssi oner deternm nes necessary for auditing, investigative,

or nonitoring purposes.

Sec. 11A.457. LIABILITY. A receiver is not personally

liable for actions taken by the receiver under this subchapter.

Sec. 11A.458. COSTS OF RECElI VERSHI P. The comm ssi oner nay

aut horize reinbursenent of reasonable costs related to the

receivership, including:

(1) paynent of fees to the receiver for the receiver's
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services; and

(2) paynent of fees to attorneys, accountants, or any

ot her person that provides goods or services necessary to the

operation of the receivership.

Sec. 11A.459. EXEMPTI ON FROM COWPETI TI VE BI DDI NG. The

conpetitive bidding requirements of this code and the

contracting requirenments of Chapter 2155, Governnent Code, do

not apply to the appointnent of a receiver, attorney,

accountant, or other person appointed under this subchapter.

SECTI ON 4. 03. Subchapter D, Chapter 12, Education Code, is
amended by addi ng Section 12.1058 to read as foll ows:

Sec. 12.1058. APPLICABILITY OF PUBLIC CHARTER DI STRI CT

PROVI SI ONS. (a) An open-enrollnent charter school is subject to

Sections 11A. 201, 11A. 204, 11A 205, 11A. 206, 11A. 210, 11A. 303,

11A. 304, 11A.352, 21.0032, and 21.058.

(b) The comm ssioner nay bring an action for injunctive or

other relief as provided by Section 11A 203(d) to enforce

Section 12.107.

(c) For purposes of this section, a reference in a |aw

descri bed by this section to a public charter district nmeans an

open-enrol Il ment charter school.

SECTI ON 4. 04. Sections 12.152 and 12. 156, Educati on Code
are amended to read as foll ows:
Sec. 12.152. AUTHORI ZATION. [&)] |In accordance with this

subchapter and Chapter 11A [ Subehapter—B, the State Board of

Education may grant a charter on the application of a public

senior college or university for a public [anr—epenr—enotrent]
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charter district [sehool] to operate on the canpus of the public
senior college or university or in the sane county in which the
canpus of the public senior college or university is |ocated.
Sec. 12.156. APPLICABILITY OF CERTAIN PROVI SI ONS. (a)
Except as otherw se provided by this subchapter, Chapter 11A

[ Subchapter—D] applies to a college or university charter schoo

as though the college or university charter school were granted

a charter under that chapter [subechapter]|.

(b) A charter granted wunder this subchapter 1is not

considered for purposes of the limt on the nunber of public

[ open—enrolmrent] charter districts [sehools] inposed by Section
11A. 002 [ 3+22031(b)].

(c) A college or university charter school is not subject

to a prohibition, restriction, or requirenent relating to:

(1) open neetings and public infornation under Section

11A. 053;
(2) maintenance of records under Section 11A. 054;
(3) purchasing and contracting under Section 11A. 055;
(4) conflict of interest under Section 11A 056;
(5) nepotismunder Section 11A. 057;
(6) conposition of governing body under Section
11A.152;

(7) restrictions on serving as a nmenber of a governing

body or as an officer or enployee under Section 11A. 153;

(8) liability of menbers of governing body under

Section 11A. 154;

(9) training for nenbers of governing body under
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Section 11A. 155;

(10) bylaws and annual reports under Section 11A. 156;

(11) quarterly financial reports under Section

11A. 157; and

(12) depository bond and security requirenents under

Section 11A. 204.

(d) A college or university charter school and the

governi ng body of the school are subject to regulations and

procedures that govern a public senior college or university

relating to open neetings, records retention, purchasing,

contracting, conflicts of interest, and nepotism

SECTI ON 4. 05. Section 5.001, Education Code, is anmended by
addi ng Subdi vi sion (5-a) and anmendi ng Subdi vision (6) to read as
fol |l ows:

(5-a) "Public charter canpus" neans a canpus oper at ed

by a public charter district.

(6) "Public charter district [Open—enrotHrent—charter
sehoeoel]" nmeans a public school authorized by [that—has—been

granted] a charter under Chapter 11A [ Subchapter—DB—Chapter—12].
SECTION 4.06. Section 7.003, Education Code, is amended to

read as follows:

Sec. 7.003. LIMTATION ON AUTHORITY. An educati onal
function not specifically delegated to the agency or the board
under this code is reserved to and shall be performed by schoo
districts or [epen—enrollment] charter schools.

SECTION 4.07. Section 7.027(b), Education Code, as added by
Chapter 201, Acts of the 78th Legislature, Regular Session,
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2003, is anended to read as follows:
(b) The board of trustees of a school district or the

governi ng body of a public charter district [anr—open—enronent
charter—school] has primary responsibility for ensuring that the

district [er—sechool] conplies with all applicable requirenments
of state educational prograns.

SECTION 4.08. Section 7.055(b)(17), Education Code, is
amended to read as foll ows:

(17) The conm ssioner shall distribute funds to public

charter districts [epen—en—ol-lrment—charter—schools] as required

under Chapter 11A [ Subchapter D Chapter—12].
SECTION 4.09. Section 7.102(c)(9), Education Code, is

amended to read as foll ows:
(9) The board may grant a charter for a public charter
district [an—epen—-enrollrent—charter—or—approve—a—charter

revi-sion] as provided by Chapter 11A [ Subchapter—DB—Chapter—12].
SECTI ON 4. 10. Section 12.002, Education Code, is anended to

read as foll ows:
Sec. 12.002. CLASSES OF CHARTER. The cl asses of charter
under this chapter are:
(1) a honme-rule school district charter as provided by
Subchapt er B;
(2) a canpus or canpus program charter as provided by
Subchapter C; or

(3) a college or university [an—eopen—enrollrent]
charter as provided by Subchapter E [B].

SECTION 4.11. Subchapter A, Chapter 21, Education Code, is
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amended by addi ng Section 21.0032 to read as follows:

Sec. 21.0032. CLEARANCE REQUI RED FOR CERTAI N PUBLI C CHARTER

DI STRICT PERSONNEL; APPEAL. (a) A person may not be enpl oyed

by or serve as a teacher, teacher intern or teacher trainee,

l'i brari an, educati onal ai de, adm ni strator, educati onal

di agnostician, or counselor for a public charter district unless

t he person has been cleared by the State Board for Educator

Certification following a national crimnal history record

review and investigation under this section.

(b) Before or immediately after enpl oying or securing the

services of a person described by Subsection (a), a public

charter district shall send to the State Board for Educator

Certification the person's fingerprints and social security

nunber. The person nay be enpl oyed or serve pending action by

t he board.

(c) The State Board for Educator Certification shall review

and investigate the person's national crimnal history record

i nformati on, educator certification discipline history in any

state, and other information in the same nmanner as a revi ew or

i nvestigation conducted regarding an initial application for

educator certification. |If the board finds the person woul d not

be eligible for educator certification, the board shall notify

the public charter district in witing that the person nay not

be enpl oyed or serve in a capacity descri bed by Subsection (a).

(d) On receipt of written notice under Subsection (c), a

public charter district may not enploy or permt the person to

serve unless the person tinmely subnmts a witten appeal under
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this section. The State Board for Educator Certification shal

conduct an appeal under this subsection in the sane nanner as an

appeal regarding the denial of an initial application for

educator certification.

SECTION 4.12. Sections 21.058(b) and (c), Education Code,
are amended to read as fol |l ows:

(b) Notw thstanding Section 21.041(b)(7), not l|later than
the fifth day after the date the board receives notice under
Article 42.018, Code of Crimnal Procedure, of the conviction of

a person described by Section 21.0032 or who holds a certificate

under this subchapter, the board shall:

(1) revoke the certificate or clearance held by the

person; and

(2) provide to the person and to any school district

or public charter district [eopenr—enrolment—charter—school]

enpl oying the person at the tinme of revocation witten notice

of :
(A) the revocation; and
(B) the basis for the revocation.

(c) A school district or public charter district [oepen—

enroHrent—charter—school] that receives notice under Subsection
(b) of the revocation of a certificate issued under this
subchapter shall

(1) immediately renove the person whose certificate
has been revoked from canmpus or from an adm nistrative office,
as applicable, to prevent the person from having any contact
with a student; and
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(2) as soon as practicable, term nate the enpl oynent
of the person in accordance with the person's contract and with
this subchapter

SECTION 4.13. Sections 22.083(b)-(d), Education Code, are
amended to read as follows:

(b) A public charter district my [Anr—open—enrollrent
charter—school—shall] obtain from the Departnent of Public

Safety [any—taw—entorcerent—or—erimnal—justice—agenecy| all

crimnal history record information that relates to:

(1) a person whom the district [seheel] intends to
enpl oy in any capacity; or

(2) a person who has indicated, in witing, an
intention to serve as a volunteer with the district [sehool].

(c) A school district, public charter district [open—

enroHent—charter—school]|, private school, regional education
service center, or shared services arrangenent may obtain froma

federal or state [any] |aw enforcement or crimnal justice

agency all crimnal history record information that relates to:
(1) a volunteer or enployee of the district, school,
service center, or shared services arrangenment; or
(2) an enployee of or applicant for enploynent by a
person that contracts with the district, school, service center,
or shared services arrangenent to provide services, if:
(A) the enployee or applicant has or will have
continuing duties related to the contracted services; and
(B) the duties are or will be perfornmed on school
property or at another |ocation where students are regularly
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present.

(d) The superintendent of a district or the director of a

public charter district [an—open—enrollment—charter—school],

private school, regional education service center, or shared

services arrangenment shall pronptly notify the State Board for
Educator Certification in witing if the person obtains or has
know edge of information show ng that an applicant for or hol der
of a certificate issued under Subchapter B, Chapter 21, has a
reported crimnal history.

SECTI ON 4.14. Section 22.084, Education Code, is anended to
read as follows:

Sec. 22.084. ACCESS TO CRIM NAL HI STORY RECORDS OF SCHOOL
BUS DRI VERS, BUS MONI TORS, AND BUS Al DES. (a) Except as
provi ded by Subsections (c) and (d), a school district, public

charter district [oepen—enrollrment—charter—school], private

school, regional education service center, or shared services

arrangenent that contracts with a person for transportation

services shall obtain fromthe Departnment of Public Safety [any

Law-enforcenent—or—ecrmnal—justice—-ageney] all crimnal history

record information that rel ates to:

(1) a person enployed by the person as a bus driver;
or
(2) a person the person intends to enploy as a bus
driver.
(b) Except as provided by Subsections (c) and (d), a person
that contracts with a school district, public charter district

[ openr—enroment—charter—sechool]|, private school, regiona
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education service center, or shared services arrangenent to
provi de transportation services shall submt to the district,
school, service center, or shared services arrangenent the name
and other identification data required to obtain crimnal
history record information of each person described by
Subsection (a). If the district, school, service center, or
shared services arrangenent obtains information that a person
descri bed by Subsection (a) has been convicted of a felony or a
m sdenmeanor involving noral turpitude, the district, school,
service center, or shared services arrangenent shall informthe
chi ef personnel officer of the person with whom the district,
school, service center, or shared services arrangenent has
contracted, and the person may not enploy that person to drive a
bus on which students are transported w thout the perm ssion of
the board of trustees of the district or service center, the

governi ng body of the public charter district [open—enrolrent
charter—school], or the chief executive officer of the private

school or shared services arrangenent.
(c) A comercial transportation conpany that contracts with

a school district, public charter district [open—enrotlment
charter—sechool]|, private school, regional education service

center, or shared services arrangenent to provide transportation

services may obtain from a federal or state [any] |aw

enforcenment or crimnal justice agency all crimnal history
record information that relates to:

(1) a person enployed by the commercial transportation
conpany as a bus driver, bus nonitor, or bus aide; or
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(2) a person the commercial transportation conpany

intends to enploy as a bus driver, bus nonitor, or bus aide.
(d) If the comercial transportation conpany obtains
information that a person enployed or to be enployed by the
conpany has been convicted of a felony or a msdeneanor
involving noral turpitude, the conpany nmay not enploy that
person to drive or to serve as a bus nmonitor or bus aide on a
bus on which students are transported wi thout the perm ssion of
the board of trustees of the district or service center, the

governi ng body of the public charter district [open—enrolnent
charter—school], or the chief executive officer of the private

school or shared services arrangenent. Subsections (a) and (b)
do not apply if information is obtained as provided by
Subsection (c).

SECTI ON 4.15. Section 22.085, Education Code, is anended to
read as foll ows:

Sec. 22.085. DI SCHARGE OF EMPLOYEES CONVI CTED OF OFFENSES.

A school district, public charter district [epenr—enoltment
charter—sechool], private school, regional education service

center, or shared services arrangenent may di scharge an enpl oyee
if the district or school obtains information of the enpl oyee's
conviction of a felony or of a m sdeneanor involving noral
turpitude that the enpl oyee did not disclose to the State Board
for Educator Certification or the district, school, service
center, or shared services arrangenment. An enpl oyee di scharged
under this section is considered to have been discharged for
m sconduct for purposes of Section 207.044, Labor Code.
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SECTI ON 4. 16. Section 22.086, Education Code, is anended to
read as foll ows:
Sec. 22.086. LI ABI LI TY FOR REPORTI NG OFFENSES. The State

Board for Educator Certification, a school district, a public
charter district [an—open-enrollrment charterschool], a private

school, a regional education service center, a shared services

arrangenent, or an enployee of the board, district, school,
service center, or shared services arrangenent is not civilly or
crimnally liable for making a report required under this
subchapt er.
SECTION 4.17. Section 25.088, Education Code, is anended to
read as foll ows:
Sec. 25.088. SCHOOL ATTENDANCE OFFI CER. The school
attendance officer nmay be sel ected by:
(1) the county school trustees of any county;
(2) the board of trustees of any school district or
t he boards of trustees of two or nore school districts jointly;
or
(3) the governing body of a public charter district

[ an—open-enrollnment—charter—school] .
SECTI ON 4.18. Section 25.089(a), Education Code, is anended

to read as follows:
(a) An attendance officer may be conpensated fromthe funds
of the county, independent school district, or public charter

district [epen—enrollrmentcharter sechool], as applicable.
SECTION 4.19. Section 25.090(b), Education Code, is anended

to read as foll ows:
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(b) If the governing body of a public charter district [an

open—enrolment—charter—sechoel] has not selected an attendance

officer for a district canmpus, the duties of attendance officer

shall be performed by the peace officers of the county in which
t he canpus [seheel] is |ocated.
SECTI ON 4. 20. Sections 25.093(d) and (e), Education Code,
are amended to read as fol |l ows:
(d) A fine collected under this section shall be deposited
as follows:
(1) one-half shall be deposited to the credit of the
operating fund of, as applicable:
(A) the school district in which the child
attends school

(B) the public charter district [epen—enonent
charter—school] the child attends; or

(C) the juvenile justice alternative education

program that the child has been ordered to attend; and
(2) one-half shall be deposited to the credit of:

(A) the general fund of the county, if the
conplaint is filed in the justice court or the constitutiona
county court; or

(B) the general fund of the nunicipality, if the
conplaint is filed in nmunicipal court.

(e) At the trial of any person charged with violating this

section, the attendance records of the child my be presented in
court by any authorized enployee of the school district or

public charter district [epenr—enrolrent—charter—sechool], as
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appl i cabl e.
SECTION 4.21. Sections 25.095(a) and (b), Education Code,
are anended to read as follows:

(a) A school district or public charter district [oepen—

enrotHent—charter—school] shall notify a student's parent in
writing at the beginning of the school year that if the student
i s absent from school on 10 or nore days or parts of days wthin
a six-nonth period in the same school year or on three or nore
days or parts of days within a four-week period:

(1) the student's parent is subject to prosecution
under Section 25.093; and

(2) the student is subject to prosecution under
Section 25.094 or to referral to a juvenile court in a county
with a popul ation of | ess than 100,000 for conduct that violates
t hat secti on.

(b) A school district or public charter district shal

notify a student's parent if the student has been absent from
school, w thout excuse under Section 25.087, on three days or
parts of days within a four-week period. The notice nust:

(1) informthe parent that:

(A) it i1s the parent's duty to monitor the
student's school attendance and require the student to attend
school ; and

(B) the parent is subject to prosecution under
Section 25.093; and

(2) request a conference between school officials and
the parent to discuss the absences.
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SECTI ON 4.22. Sections 25.0951(a) and (b), Education Code,
are amended to read as fol |l ows:

(a) If a student fails to attend school w thout excuse on
10 or nore days or parts of days within a six-nonth period in

the same school year, a school district or public charter

district shall:

(1) file a conplaint against the student or the
student's parent or both in a county, justice, or nunicipal
court for an offense wunder Section 25.093 or 25.094, as
appropriate, or refer the student to a juvenile court in a
county with a popul ation of |ess than 100,000 for conduct that
vi ol ates Section 25.094; or

(2) refer the student to a juvenile court for conduct
indicating a need for supervision under Section 51.03(b)(2),
Fam |y Code.

(b) If a student fails to attend school wi thout excuse on
three or nore days or parts of days within a four-week period
but does not fail to attend school for the time described by

Subsection (a), the school district or public charter district

may:

(1) file a conplaint against the student or the
student's parent or both in a county, justice, or nunicipal
court for an offense under Section 25.093 or 25.094, as
appropriate, or refer the student to a juvenile court in a
county with a popul ation of |ess than 100,000 for conduct that
vi ol ates Section 25.094; or

(2) refer the student to a juvenile court for conduct
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indicating a need for supervision under Section 51.03(b)(2),
Fam |y Code.

SECTI ON 4. 23. Section 26.006(c), Education Code, is anended
to read as follows:

(c) A student's parent is entitled to request that the

school district or public charter district [open—enrolrent
charter—school] the student attends allow the student to take

home any textbook used by the student. Subject to the

availability of a textbook, the school district or public

charter district [er—seheoel] shall honor the request. A student
who takes hone a textbook nust return the textbook to school at
t he beginning of the next school day if requested to do so by
the student's teacher. In this subsection, "textbook" has the
meani ng assi gned by Section 31.002.

SECTION 4.24. Sections 26.0085(a), (c), (d), and (e),
Educati on Code, are anended to read as foll ows:

(a) A school district or public charter district [epen—

enroHent—charter—school] that seeks to withhold information
froma parent who has requested public information relating to
the parent's child under Chapter 552, Government Code, and that
files suit as described by Section 552.324, Governnent Code, to
challenge a decision by the attorney general issued under
Subchapter G Chapter 552, Governnent Code, nust bring the suit
not later than the 30th cal endar day after the date the school

district or public charter district [epen—enrollrent—charter

schoel] receives the decision of the attorney general being

chal | enged.
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(c) Notw thstanding any other law, a school district or

public charter district [eopen—enrolnrent—charter—school] may not

appeal the decision of a court in a suit filed under Subsection

(a). This subsection does not affect the right of a parent to
appeal the decision.
(d) If the school district or public charter district

[ openr—enrotrent—charter—school] does not bring suit within the

period established by Subsection (a), the school district or

public charter district [eopenr—enrollrent—charter—school] shall

conply with the decision of the attorney general.

(e) A school district or public charter district [epen—

enroHent—charter—school] that receives a request froma parent
for public information relating to the parent's child shall
conply with Chapter 552, Governnment Code. If an earlier
deadline for bringing suit is established under Chapter 552

Gover nnent Code, Subsection (a) does not apply. This section
does not affect the earlier deadline for purposes of Section

552.353(b)(3), Governnent Code, [532353(B){(3)}] for a suit

brought by an officer for public information.

SECTION 4.25. Section 28.0211(j), Education Code, is
amended to read as follows:

(j) A school district [e+—open—enroltrment—charter—school]
shal | provide students required to attend accel erated prograns
under this section with transportation to those progranms if the
programs occur outside of regular school hours.

SECTI ON 4. 26. Section 29.010(f), Education Code, is anended
to read as foll ows:
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(f) This section does not create an obligation for or
i npose a requirenent on a school district [er—open—enrollrent
charter—sechool]| that is not also created or inposed under
another state |law or a federal |aw.

SECTION 4.27. Sections 29.012(a) and (c), Education Code,
are amended to read as fol |l ows:

(a) Except as provided by Subsection (b)(2), not later than
the third day after the date a person 22 years of age or younger
is placed in a residential facility, the residential facility
shal | :

(1) if the person is three years of age or ol der
notify the school district in which the facility is |ocated,

unless the facility is a public charter district [anr—open—

enrollment—charter—school]; or
(2) if the person is younger than three years of age,
notify a local early intervention programin the area in which
the facility is |ocated.
(c) For purposes of enrollnment in a school, a person who
resides in a residential facility is considered a resident of
t he school district or geographical area served by the public

charter district canpus [epen—enrollment—charter—school] in

which the facility is |ocated.

SECTI ON 4.28. Sections 29.062(c)-(e), Education Code, are
amended to read as foll ows:

(c) Not later than the 30th day after the date of an on-
site nonitoring inspection, the agency shall report its findings

to the school district [e+—epen—enrollrent—charter—sechool] and
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to the division of accreditation.

(d) The agency shall notify a school district [er—epen—
enrollment—charter—sehool] found in nonconpliance in writing,
not later than the 30th day after the date of the on-site

noni t ori ng. The district [er—open—enrollment charter—school

shal | take imedi ate corrective action.

(e) If a school district [er—open—enrollrent—charter
schoel] fails to satisfy appropriate standards adopted by the
comm ssi oner for purposes of Subsection (a), the agency shal
apply sanctions, which nmay include the renoval of accreditation,
| oss of foundation school funds, or both.

SECTION 4.29. Sections 29.087(a)-(c), (e), (k), and (I),
Educati on Code, are anended to read as foll ows:

(a) The agency shall develop a process by which a school

district or public charter district [epen—enrollrent—charter

sehoel] nmay apply to the comm ssioner for authority to operate a

program to prepare eligible students to take a high school
equi val ency exam nati on.

(b) Any school district or public charter district [open-

enroHent——charter—school] nmay apply for authorization to
operate a programunder this section. As part of the application

process, the conmm ssioner shall require a school district or

public charter district [er~—seheol] to provide informtion

regarding the operation of any simlar program during the
preceding five years.

(b-1) A school district or public charter district [open-

enroHent—charter—sechool]| authorized by the conmm ssioner on or
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before August 31, 2003, to operate a program under this section
may continue to operate that program in accordance with this
section.

(c) A school district or public charter district [oepen—

enroHent—charter—sechool] may not increase enrollnment of
students in a program authorized by this section by nore than
five percent of the nunber of students enrolled in the simlar

program operated by the school district or public charter

district [e+sehoeol] during the 2000-2001 school year.

(e) A school district or public charter district [oepen—

enroHent—charter—sechool] shall inform each student who has
conpl eted a program aut horized by this section of the time and
pl ace at which the student may take the high school equival ency
exam nati on. Not wi t hst andi ng any provision of this section, a
student may not take the high school equival ency exam nation
except as authorized by Section 7.111.

(k) The board of trustees of a school district or the

governing body [beard] of a public charter district [an—open—

enrollment—charter sechool] shall:
(1) hold a public hearing concerning the proposed

application of the school district or public charter district

[ e—school] before applying to operate a program aut horized by
this section; and
(2) subsequently hold a public hearing annually to
review the performance of the program
(') The comm ssioner may revoke a school district's or

public charter district's [eopen—enrotlnment—charter—school—s]
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aut hori zation under this section after consideration of relevant
factors, including performance of students participating in the

school district's or public charter district's [er—school—s]

program on assessnent instrunments required under Chapter 39, the

percent age of students participating in the school district's or

public charter district's [er—sehoeoel—s] programwho conplete the

program and perform successfully on the high school equival ency
exam nation, and other criteria adopted by the conm ssioner. A
deci sion by the comm ssioner under this subsection is final and
may not be appeal ed.

SECTION 4.30. Sections 29.155(a)-(d), (i), and (j),
Educati on Code, are anended to read as foll ows:

(a) From amounts appropriated for the purposes of this
section, the comm ssioner nay nmake grants to school districts

and public charter districts [epenr—enrolrent—charter—schools]

to i npl enment or expand ki ndergarten and preki ndergarten prograns

by:

(1) operating an existing half-day kindergarten or
pr eki ndergarten program on a full-day basis; or

(2) inplenenting a prekindergarten programat a canpus
t hat does not have a prekindergarten program

(b) A school district or public charter district [epen—

enroHent—charter—school|] may use funds received under this
section to enploy teachers and other personnel for a
ki ndergarten or prekindergarten program and acquire curricul um
materials or equipnment, including conputers, for use in
ki ndergarten and prekindergarten prograns.
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(c) To be eligible for a grant under this section, a schoo

district or public charter district [eoepen—enrollrent—charter

sehoel] nust apply to the conm ssioner in the manner and within

the time prescribed by the comm ssioner.
(d) In awarding grants under this section, the conm ssioner
shall give priority to districts and public charter districts

[ open—enrolrent——charter—sechools] in which the level of

perfornmance  of students on the assessnent i nstrunents

adm ni stered under Section 39.023 to students in grade three is

substantially below the average |evel of performance on those

assessnment instruments for all school districts in the state.
(i) In carrying out the purposes of Subsection (g), a

school district or public charter district [eopen—enrotlnent
charter—school] may use funds granted to the school district or

public charter district [er—sehoeel] under this section

[ subseetion] in contracting with another entity, including a
private entity.

(j) If a school district or public charter district [epen~

enroHent—charter—sehool] returns to the comm ssioner funds
granted under this section, the comm ssioner nay grant those
funds to another entity, including a private entity, for the
pur poses of Subsection (g).

SECTI ON 4. 31. Section 29.905(b), Education Code, is anended
to read as foll ows:

(b) The agency shall nake the program available to a schoo
on the request of the board of trustees of [e+] the school
district of which the school is a part, or if the school is a
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public charter district [ah—open—enrollrent—charter—sechool], on

t he request of the governing body of the public charter district

[ sehooel] .

SECTI ON 4.32. Section 31.021(b), Education Code, is anended
to read as foll ows:

(b) The State Board of Education shall annually set aside
out of the available school fund of the state an anount
sufficient for the board and[+] school districts[—anrd—open—
enroHrent—echarter—sehools] to purchase and distribute the
necessary textbooks for the use of the students of this state
for the follow ng school year. The board shall determ ne the
anmount of the available school fund to set aside for the state
t ext book fund based on:

(1) a report by the conm ssioner issued on July 1 or,
if that date is a Saturday or Sunday, on the foll ow ng Mnday,
stating the anount of unobligated noney in the fund;

(2) the comm ssioner's estimte, based on textbooks
sel ected under Section 31.101 and on attendance reports
subm tted under Section 31.103 by school districts [anrd—epen—
enroHent—charter—schools], of the anount of funds, in addition
to funds reported under Subdivision (1), that will be necessary
for purchase and distribution of textbooks for the follow ng
school year; and

(3) any anmount the board determ nes should be set
asi de for energency purposes caused by unexpected increases in
att endance.

SECTI ON 4.33. Section 31.027(a), Education Code, is anended
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to read as foll ows:

(a) A publisher shall provide each school district [and
open—enro-ment—charter—sechool] with information that fully
descri bes each of the publisher's adopted textbooks. On request
of a school district, a publisher shall provide a sanple copy of
an adopted textbook.

SECTI ON 4.34. Section 31.030, Education Code, is anended to
read as foll ows:

Sec. 31.030. USED TEXTBOOKS. The State Board of Education
shal | adopt rules to ensure that used textbooks sold to school
districts [and—open—enrollmentcharter—schools]| are not sanple
copies that contain factual errors. The rules may provide for
the inposition of an adm nistrative penalty in accordance with
Section 31.151 against a seller of used textbooks who know ngly
violates this section.

SECTI ON 4.35. Section 31.101, Education Code, is anended to
read as follows:

Sec. 31.101. SELECTI ON AND PURCHASE OF TEXTBOOKS BY SCHOCOL
DI STRICTS. (a) Each year, during a period established by the
State Board of Education, the board of trustees of each school

district [a

sehoel] shall:

(1) for a subject in the foundation curriculum notify
the State Board of Education of the textbooks selected by the
board of trustees [e+—governing—bedy| for the foll ow ng school
year from anmong the textbooks on the appropriate conform ng or
nonconformng list; or
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(2) for a subject in the enrichment curricul un
(A) notify the State Board of Education of each
t ext book sel ected by the board of trustees [e+r—governing—body]
for the follow ng school year from anmpbng the textbooks on the
appropriate conform ng or nonconformng list; or
(B) notify the State Board of Education that the

board of trustees [er—governing—bedy| has selected a textbook

that is not on the conform ng or nonconform ng |ist.

(b) If a school district [er—open—enrollrent—charter
schoel] selects a textbook for a particular subject in the
enrichment curriculum and grade level that is not on the
conform ng or nonconformng list, the state shall pay to the
district [ersehool] an amount equal to the | esser of:

(1) 70 percent of the cost to the district of the
textbook, multiplied by the nunber of textbooks the district [er
sechoel] needs for that subject and grade |evel; or

(2) 70 percent of the |limtation established under
Section 31.025 for a textbook for that subject and grade |evel
mul tiplied by the nunber of textbooks the district [er—sechool]
needs for that subject and grade |evel.

(c) A school district [e+—open—enrotrent—charter—school]
that selects a textbook that is not on the conform ng or
nonconformng |ist:

(1) is responsible for the portion of the cost of the
text book that is not paid by the state under Subsection (b); and

(2) may wuse funds received from the state under
Subsection (b) only for purchasing the textbook for which the
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funds were received.

(d) For a textbook that is not on the conform ng or
nonconformng Ilist, a school district [e+——open—-enrotlrent
charter—sechool] nmust use the textbook for the period of the
review and adoption cycle the State Board of Education has
established for the subject and grade l|evel for which the
t ext book is used.

SECTI ON 4. 36. Section 31.102(c), Education Code, is anended
to read as foll ows:

(c) The board of trustees of a school district [er—the
governing—body—of —an—open-enrollment —charter—school] is the
| egal custodian of textbooks purchased as provided by this
chapter for the district [er—school]. The board of trustees
shall distribute textbooks to students in the manner that the
board [er—governing—boedy] determnes is nost effective and
econoni cal

SECTI ON 4.37. Section 31.103, Education Code, is anended to
read as foll ows:

Sec. 31.103. TEXTBOOK REQUI SI TI ONS. (a) Not | ater than
the seventh day after the first school day in April, each
principal shall report the maxi num attendance for the school to
t he superintendent. Not later than April 25, the superintendent
of a school district [er—the-chiefoperatingofiicerofanopen—
enrorent—echarter—sechool] shall report the district's [e+
sehoeel—s]| maxi num attendance to the conm ssioner.

(b) A requisition for textbooks for the foll owi ng school
year shall be based on the maxi mum attendance reports under
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Subsection (a), plus an additional 10 percent, except as
ot herwi se provided. A school district [er—open—enroltment
charter—school] shall nake a requisition for a textbook on the
conform ng or nonconformng list through the comr ssioner to the
state depository designated by the publisher or as provided by
State Board of Education rule, as applicable, not |ater than
June 1 of each year. The designated state depository or, if the
publ i sher or manufacturer does not have a designhated textbook
depository in this state under Section 31.151(a)(6)(B), the
publ i sher or manufacturer shall fill a requisition approved by
the agency at any other time in the case of an energency. As
made necessary by avail abl e funds, the conm ssioner shall reduce
the additional percentage of attendance for which a district [er
sehoeel] may requisition textbooks. The commi ssioner nmay, on
application of a district [ersehoeel] that is experiencing high
enrollment growth, increase the additional percentage of
attendance for which the district [e—seheel] may requisition
t ext books.

(c) In making a requisition under this section, a school
district [er—open—enrollrent—charter—school] may requisition
t ext books on the conform ng or nonconformng list for grades
above the grade level in which a student is enrolled, except
that the total quantity of textbooks requisitioned under this
section may not exceed the limt prescribed by Subsection (b).

SECTION 4.38. Sections 31.104(a), (b), and (d), Education
Code, are anmended to read as foll ows:

(a) The board of trustees of a school district [er—the
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governing—bhody—of —an—open-enrollment —charter—school] nmay
del egate to an enployee the authority to requisition,
di stribute, and manage the inventory of textbooks in a manner
consistent with this chapter and rules adopted under this
chapter.

(b) A school district [e+—open—enroltrment—charter—school]
may order replacenments for textbooks that have been |ost or
danmaged directly from

(1) the textbook depository; or

(2) the textbook publisher or manufacturer if the
t ext book publisher or manufacturer does not have a designated
t ext book depository in this state under Section 31.151(a)(6)(B).

(d) Each student, or the student's parent or guardian, is
responsi ble for each textbook not returned by the student. A
student who fails to return all textbooks forfeits the right to
free textbooks until each textbook previously issued but not

returned is paid for by the student, parent, or guardian. As

provi ded by policy of the board of trustees [er—governing—bedy|,
a school district [er—eopen—enrollment charter—school]| may waive

or reduce the paynment requirenent if the student is froma | ow
income famly. The district [ersechool] shall allow the student
to use textbooks at school during each school day. If a
textbook is not returned or paid for, the district [e+—sechool]
may withhold the student's records. A district [ersechoel] may
not, under this subsection, prevent a student from graduating,
participating in a graduation cerenony, or receiving a diploma.

SECTI ON 4.39. Section 31.105, Education Code, is anended to
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read as follows:

Sec. 31.105. SALE OF TEXTBOOKS. The board of trustees of a
school district [er—governingbody of an open-enrollnentcharter
sehoel] may sell textbooks, other than electronic textbooks, to
a student or another school at the state contract price. The
district shall send noney from the sale of textbooks to the
conm ssioner as required by the comm ssioner. The comm ssioner
shal | deposit the noney in the state textbook fund.

SECTI ON 4.40. Section 31.106, Education Code, is anended to
read as foll ows:

Sec. 31.106. USE OF LOCAL FUNDS. In addition to any
t ext book sel ected under this chapter, a school district [er
open—enroment—charter—school| my use local funds to purchase
any textbooks.

SECTION 4.41. Section 31.151(a), Education Code, is anended
to read as foll ows:

(a) A publisher or manufacturer of textbooks:

(1) shall furnish any textbook the publisher or
manuf acturer offers in this state, at a price that does not
exceed the |owest price at which the publisher offers that
t ext book for adoption or sale to any state, public school, or
school district in the United States;

(2) shall automatically reduce the price of a textbook
sold for use in a school district [er—open—enrollrent—charter
schoel] to the extent that the price is reduced el sewhere in the
Uni ted States;

(3) shall provide any textbook or ancillary itemfree
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of charge in this state to the sane extent that the publisher or
manuf acturer provides the textbook or ancillary item free of
charge to any state, public school, or school district in the
Uni ted States;

(4) shall guarantee that each copy of a textbook sold
in this state is at |least equal in quality to copies of that
t ext book sold el sewhere in the United States and is free from
factual error;

(5 may not beconme associated or connected wth,
directly or indirectly, any conmbination in restraint of trade in
t extbooks or enter into any understanding or conmbination to
control prices or restrict conpetition in the sale of textbooks
for use in this state;

(6) shall:

(A) mintain a depository in this state or
arrange with a depository in this state to receive and fill
orders for textbooks, other than on-line textbooks or on-line
t ext book conponents, consistent with State Board of Education
rul es; or

(B) deliver textbooks to a school district [e+

open—enromrent—charter—school]| wthout a delivery charge to the
school distri ct[—epen—enrollrment—charter—sechooel-] or state, if:

(i) the publisher or manufacturer does not
mai ntain or arrange with a depository in this state under
Par agraph (A) and the publisher's or manufacturer's textbooks
and related products are warehoused or otherwi se stored |ess
than 300 mles froma border of this state; or
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(ii) the textbooks are on-line textbooks or
on-1ine textbook conponents;

(7) shall, at the time an order for textbooks is
acknow edged, provide to school districts [er—open—enrollrent
charter—sehools| an accurate shipping date for textbooks that
are back- order ed;

(8) shall guarantee delivery of textbooks at |east 10
busi ness days before the opening day of school of the year for
whi ch the textbooks are ordered if the textbooks are ordered by
a date specified in the sales contract; and

(9) shall submt to the State Board of Education an
affidavit certifying any textbook the publisher or manufacturer
offers in this state to be free of factual errors at the tine
t he publisher executes the contract required by Section 31.026.

SECTI ON 4.42. Section 31.201(c), Education Code, is anended
to read as foll ows:

(c) The State Board of Education shall adopt rules under
whi ch a school district [er—eopen—enrollment—charter—school] nay
donat e di sconti nued textbooks, other than electronic textbooks,
to a student, to an adult education program or to a nonprofit
or gani zati on.

SECTI ON 4. 43. Subchapter C, Chapter 32, Education Code, is
amended by addi ng Section 32.1011 to read as follows:

Sec. 32.1011. APPLICABILITY TO PUBLI C CHARTER DI STRI CTS.

Thi s subchapter applies to a public charter district as if the

public charter district were a school district.

SECTI ON 4. 44. Section 32.102, Education Code, is anended to
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read as follows:

Sec. 32.102. AUTHORITY. (a) As provided by this
subchapter, a school district [e+—openr—enrollment—charter
schoel] may transfer to a student enrolled in the district [e+
school]:

(1) any data processing equipnment donated to the
district [ersehooel], including equipnment donated by:
(A) a private donor; or
(B) a state eleenpsynary institution or a state
agency under Section 2175.128, Governnment Code;
(2) any equipment purchased by the district [e+
sechoel], to the extent consistent with Section 32.105; and
(3) any surplus or salvage equipnment owned by the
di strict [er—school].

(b) A school district [e+—open—enro-trnent—charter—school]
may accept:

(1) donations of data processing equipnment for
transfer under this subchapter; and

(2) any gifts, grants, or donations of noney or
services to purchase, refurbish, or repair data processing
equi pnment under this subchapter.

SECTI ON 4.45. Section 32.103, Education Code, is anended to
read as follows:

Sec. 32.103. ELIGBILITY;, PREFERENCE. (a) A student is
eligible to receive data processing equipnment wunder this
subchapter only if the student does not otherw se have hone
access to data processing equipnent, as determned by the
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student's school district [er—open—enrollrment—charter—school].

(b) In transferring data processi ng equi pnment to students,
a school district [er—eopen—enrollment charter—school] shall give
preference to educationally di sadvantaged students.

SECTI ON 4. 46. Section 32.104, Education Code, is anended to
read as foll ows:

Sec. 32.104. REQUI REMENTS FOR TRANSFER. Bef ore
transferring data processing equipnment to a student, a schoo
di strict [eor—open—enrollrent—charter—sechool]| nust:

(1) adopt rules governing transfers wunder this
subchapter, including provisions for technical assistance to the
student by the district [e+—sechool];

(2) determne that the transfer serves a public
pur pose and benefits the district [e+—sehool]; and

(3) renmove from the equipnent any offensive,
confidential, or proprietary information, as detern ned by the
district [er—sechool].

SECTI ON 4.47. Section 32.105, Education Code, is amended to
read as follows:

Sec. 32.105. EXPENDITURE OF PUBLIC FUNDS. A schoo
district [er—open—enrotlmrent—charter—school] my spend public
funds to:

(1) purchase, refurbish, or repair any data processing
equi prent transferred to a student under this subchapter; and

(2) store, transport, or transfer data processing
equi pmrent under this subchapter.

SECTI ON 4.48. Section 32.106, Education Code, is anended to
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read as follows:

Sec. 32.106. RETURN OF EQU PMENT. (a) Except as provided
by Subsection (b), a student who receives data processing
equi pment from a school district [er—open—enollrment—charter
sehoeel] under this subchapter shall return the equipnment to the
district [e—sechool] not |ater than the earliest of:

(1) five years after the date the student receives the
equi prment ;

(2) the date the student graduates;

(3) the date the student transfers to another school
district [er—open-enrollmrentcharter—sechool|; or

(4) the date the student withdraws from school.

(b) Subsection (a) does not apply if, at the tinme the
student is required to return the data processing equipnment
under that subsection, the district [er—sehool] determ nes that
t he equi pnent has no marketabl e val ue.

SECTI ON 4.49. Section 33.007, Education Code, is anended to
read as foll ows:

Sec. 33.007. COUNSELI NG REGARDI NG HI GHER EDUCATI ON. (a)
Each counsel or at an elenentary, mddle, or junior high school,

including a public charter district [anr—-open—enronent—charter

sehoel] offering those grades, shall advise students and their

parents or guardians regarding the inportance of higher
educati on, coursework designed to prepare students for higher
education, and financial aid availability and requirenents.

(b) During the first school year a student is enrolled in a

hi gh school or at the high school level in a public charter
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di strict [anr—open—enrollrmentcharter—sechool]|, and again during a

student's senior year, a counselor shall provide information
about higher education to the student and the student's parent
or guardi an. The information nust include information
regar di ng:

(1) the inportance of higher education;

(2) the advantages of conpleting the recomended or
advanced hi gh school program adopted under Section 28.025(a);

(3) the disadvantages of taking courses to prepare for
a high school equival ency exam nation relative to the benefits
of taking courses leading to a high school diplom,;

(4) financial aid eligibility;

(5) instruction on howto apply for federal financial
ai d;

(6) the center for financi al aid information
establ i shed under Section 61.0776;

(7) the automatic adm ssion of certain students to
general acadenm c teaching institutions as provided by Section
51. 803; and

(8) the eligibility and academ c performance
requi rements for the TEXAS Grant as provided by Subchapter M
Chapter 56[+—as—added—by—Chapter—1590, —Acts—of the 76th
Legistature—Regtlhar—Session—1999] .

SECTI ON 4.50. Section 33.901, Education Code, is anended to
read as follows:

Sec. 33.901. BREAKFAST PROGRAMS. |[If at |east 10 percent of
the students enrolled in one or nmore schools in a school
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district or enrolled in a public charter district canpus [an

open—enroltment—charter—school] are eligible for free or

reduced-price breakfasts under the national school breakfast

program provided for by the Child Nutrition Act of 1966 (42

U.S.C. Section 1773), the governing body of the district or the

public charter district [epen—enoltrment—charter—school] shall

participate in the program and make the benefits of the program

available to all eligible students in the schools or canpus
[ sehooel] .

SECTION 4.51. Section 37.007(e), Education Code, is anended
to read as foll ows:

(e) In accordance with 20 U S.C. Section 7151, a | ocal
educati onal agency, including a school district, hone-rule

school district, or public charter district [open—enrotlment
charter—school], shall expel a student who brings a firearm as

defined by 18 U S.C. Section 921, to school. The student nust
be expelled fromthe student's regular canmpus for a period of at
| east one year, except that:

(1) the superintendent or other chief adm nistrative
of ficer of the school district or of the other |ocal educational
agency, as defined by 20 U S.C. Section 7801, may nmodify the
Il ength of the expulsion in the case of an individual student;

(2) the district or other |ocal educational agency
shal | provide educational services to an expelled student in a
disciplinary alternative education program as provided by
Section 37.008 if the student is younger than 10 years of age on
t he date of expul sion; and

Page -297 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

(3) the district or other |ocal educational agency may
provi de educational services to an expelled student who is 10
years of age or older in a disciplinary alternative education
program as provided in Section 37.008.

SECTI ON 4.52. Section 37.008(j), Education Code, is anended
to read as follows:

(j) If a student placed in a disciplinary alternative
educati on programenrolls in another school district before the
expiration of the period of placenent, the board of trustees of
the district requiring the placenment shall provide to the
district in which the student enrolls, at the sanme tine other
records of the student are provided, a copy of the placenent
order. The district in which the student enrolls my continue
the disciplinary alternative educati on program pl acenent under
the terms of the order or my allow the student to attend
regul ar classes without conpleting the period of placenent. A
school district may take any action permtted by this subsection
if:

(1) the student was placed in a disciplinary
alternative education program by a public charter district [an

open-—enrotlrent charter—sechool] under Section 11A 256 [12-2131%]
and the public charter district [seheel] provides to the school

district a copy of the placenent order; or
(2) the student was placed in a disciplinary
alternative education program by a school district in another
state and:
(A) the out-of-state district provides to the
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school district a copy of the placenent order; and

(B) the grounds for the placenent by the out-of-
state district are grounds for placenment in the school district
in which the student is enrolling.

SECTION 4.53. Section 37.021(a)(2), Education Code, as
added by Chapter 631, Acts of the 78th Legislature, Regul ar
Session, 2003, is anended to read as foll ows:

(2) "District or school"” includes an independent
school district, a honme-rule school district, a canpus or canpus

program charter holder, or a public charter district [an—open—

enrollrent—charter school] .

SECTI ON 4.54. Section 39.072(c), Education Code, is anended
to read as foll ows:

(c) The agency shall eval uate agai nst state standards and
shall, not later than August 1 of each year, report the
performance of each campus in a district and each public charter

district [eopen—enrollrment charter—sehool] on the basis of the

canpus's performance on the indicators adopted under Sections

39.051(b) (1) through (7). Consideration of the effectiveness of
di strict prograns under Subsection (b)(2) or (3) nust be based
on data collected through the Public Education Information
Managenent System for purposes of accountability under this
chapter and include the results of assessments required under
Section 39.023.

SECTI ON 4.55. Section 39.131(a), Education Code, is anended
to read as foll ows:

(a) If a district does not satisfy the accreditation
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criteria, the conmm ssioner shall take any of the follow ng
actions, listed in order of severity, to the extent the
comm ssi oner determ nes necessary:

(1) issue public notice of the deficiency to the board
of trustees;

(2) order a hearing conducted by the board of trustees
of the district for the purpose of notifying the public of the
unacceptable performance, the inmprovenents in performance
expected by the agency, and the sanctions that my be inposed
under this section if the performance does not inprove;

(3) order the preparation of a student achi evenent
i nprovenent plan that addresses each acadenic excellence
i ndi cator for which the district's performance i s unacceptabl e,
t he subm ssion of the plan to the comm ssioner for approval, and
i mpl ementati on of the plan;

(4) order a hearing to be held before the conm ssioner
or the comm ssioner's designee at which the president of the
board of trustees of the district and the superintendent shal
appear and explain the district's |ow performance, |ack of
i nprovenent, and plans for inprovenent;

(5) arrange an on-site investigation of the district;

(6) appoint an agency nonitor to participate in and
report to the agency on the activities of the board of trustees
or the superintendent;

(7) appoint a conservator to oversee the operations of
the district;

(8) appoint a nmanagenent teamto direct the operations
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of the district in areas of unacceptable performance or require
the district to obtain certain services under a contract wth
anot her person;

(9) if a district has been rated as academcally
unacceptable for a period of one year or nore, appoint a board
of managers to exercise the powers and duties of the board of
trustees;

(10) if a district has been rated as acadenm cally
unacceptable for a period of two years or nore:

(A) annex the district to one or nore adjoining

districts under Section 13.054; or

(B) in the case of a hone-rule school district or
public charter district [eopen—enrotlrment—charter—school], order
closure of all programs operated under the district's [e+r

sehoeel—s| charter; or

(11) if a district has been rated as academ cally
unacceptable for a period of tw years or nore due to the
district's dropout rates, inmpose sanctions designed to inmprove
hi gh school conpletion rates, including:

(A) ordering the developnent of a dropout
prevention plan for approval by the conm ssioner;

(B) restructuring the district or appropriate
school canpuses to inprove identification of and service to
students who are at risk of dropping out of school, as defined
by Section 29.081;

(C) ordering |lower student-to-counselor ratios on
school canmpuses with high dropout rates; and
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(D) ordering the use of any other intervention
strategy effective in reducing dropout rates, including nmentor
progranms and fl exible class scheduling.

SECTI ON 4.56. Section 39.182(a), Education Code, is anended
to read as follows:

(a) Not later than Decenber 1 of each year, the agency
shall prepare and deliver to the governor, the |ieutenant
governor, the speaker of the house of representatives, each
menber of the |egislature, the Legislative Budget Board, and the
clerks of the standing comnmttees of the senate and house of
representatives with primary jurisdiction over the public school
system a conprehensive report covering the precedi ng school year
and cont ai ni ng:

(1) an evaluation of the achievenents of the state
educational programin relation to the statutory goals for the
public education system under Section 4.002;

(2) an evaluation of the status of education in the
state as reflected by the academ c excell ence indicators adopted
under Section 39.051;

(3) a summary conpilation of over al | st udent
performance on academ c skills assessnment instrunents required
by Section 39.023 with the nunber and percentage of students
exenpted from the adm nistration of those instrunments and the
basis of the exenptions, aggregated by grade |evel, subject
area, canpus, and district, with appropriate interpretations and
anal ysis, and disaggregated by race, ethnicity, gender, and
soci oeconom c st at us;
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(4) a sunmmary conpilation of overall performance of
students placed in an alternative educati on program establi shed
under Section 37.008 on academ c skills assessment instrunments
required by Section 39.023 with the nunber of those students
exenpted from the adm nistration of those instrunments and the
basis of the exenptions, aggregated by district, grade |evel,
and subject area, with appropriate interpretations and anal ysi s,
and di saggregated by race, ethnicity, gender, and soci oecononic
st at us;

(5) a sunmary conpilation of overall performance of
students at risk of dropping out of school, as defined by
Section 29.081(d), on academ c skills assessnent instrunents
required by Section 39.023 with the nunber of those students
exenpted from the adm nistration of those instrunents and the
basis of the exenptions, aggregated by district, grade |evel,
and subject area, with appropriate interpretations and anal ysi s,
and di saggregated by race, ethnicity, gender, and soci oecononic
st at us;

(6) an evaluation of the correlation between student
grades and student perfornmance on academ c skills assessnment
instrunents required by Section 39.023;

(7) a statement of the dropout rate of students in
grade levels 7 through 12, expressed in the aggregate and by
grade level, and a statenent of the conpletion rates of students
for grade |levels 9 through 12;

(8) a statenent of:

(A) the conpletion rate of students who enter
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grade level 9 and graduate not nore than four years |ater;

(B) the conpletion rate of students who enter
grade level 9 and graduate, including students who require nore
t han four years to graduate;

(C) the conpletion rate of students who enter
grade |l evel 9 and not nore than four years |later receive a high
school equival ency certificate;

(D) the conpletion rate of students who enter
grade level 9 and receive a high school equival ency certificate,
i ncl udi ng students who require nore than four years to receive a
certificate; and

(E) the nunber and percentage of all students who
have not been accounted for under Paragraph (A), (B), (C, or
(D);

(9) a statenent of the projected cross-sectional and
| ongi tudi nal dropout rates for grade |levels 9 through 12 for the
next five years, assumng no state action is taken to reduce the
dr opout rate;

(10) a description of a systematic, neasurable plan
for reducing the projected cross-sectional and | ongitudinal
dropout rates to five percent or less for the 1997-1998 school
year;

(11) a summary of the information required by Section
29.083 regarding grade |evel retention of students and
i nformati on concer ni ng:

(A) the number and percentage of students
retained; and
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(B) the performance of retained students on
assessnment instruments required under Section 39.023(a);
(12) information, aggregated by district type and
di saggregated by race, ethnicity, gender, and socioeconomc
status, on:
(A) the numnber of students placed in a

disciplinary [an] alternative education program established

under Section 37.008;
(B) the average length of a student's placenent

in a disciplinary [an] alternative education program established

under Section 37.008;

(C) the acadenm c performance of students on
assessnment instrunents required under Section 39.023(a) during
t he year preceding and during the year follow ng placenent in a

disciplinary [an] alternative education progrant and

(D) the dropout rates of students who have been

placed in a disciplinary [an] alternative education program

establ i shed under Section 37.008;

(13) a list of each school district or canpus that
does not satisfy performance standards, with an expl anati on of
the actions taken by the conm ssioner to inprove student
performance in the district or canmpus and an eval uation of the
results of those actions;

(14) an evaluation of the status of the curricul um
taught in public schools, with reconmendations for |egislative
changes necessary to inprove or nodify the curriculumrequired
by Section 28.002;
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(15) a description of all funds received by and each
activity and expenditure of the agency;

(16) a summry and analysis of the instructional
expenditures ratios and instructional enployees ratios of school
districts conputed under Section 44.0071;

(17) a summary of the effect of deregulation,
i ncl udi ng exenptions and wai vers granted under Section 7.056 or
39. 112;

(18) a statenent of the total nunber and |ength of
reports that school districts and school district enpl oyees nust
submt to the agency, identifying which reports are required by
federal statute or rule, state statute, or agency rule, and a
sunmary of the agency's efforts to reduce overall reporting
requirenents;

(19) a list of each school district that is not in
conpliance with state special education requirenents, including:

(A) the period for which the district has not
been in conpliance;

(B) the manner in which the agency considered the
district's failure to conply in determning the district's
accreditation status; and

(C) an explanation of the actions taken by the
comm ssioner to ensure conpliance and an evaluation of the
results of those actions;

(20) a conparison of the performance of public charter

di stricts [epen—enrollrent—charter—schools] and school districts

on the academ c excellence indicators specified in Section
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39.051(b) and accountability nmeasures adopted under Section

39.051(g), with a separately aggregated conparison of the

performance of public charter districts [eopen—enrorent—charter

sehoels] predom nantly serving students at risk of dropping out

of school, as defined by Section 29.081(d), with the performance
of school districts; and
(21) any additional information considered inportant
by the comm ssioner or the State Board of Education.
SECTI ON 4.57. Section 42.005(f), Education Code, is anended
to read as foll ows:

(f) A public charter district [Anr—open-enrollmentcharter

sehoel] is not entitled to funding based on an adj ustnent under

Subsection (b)(2).

SECTI ON 4.58. Section 42.152(c), Education Code, is anended
to read as foll ows:

(c) Funds allocated under this section shall be used to
fund suppl enental progranms and services designed to elimnate
any disparity in performance on assessnent i nstrunents
adm ni stered under Subchapter B, Chapter 39, or disparity in the
rates of high school conpletion between students at risk of
dr oppi ng out of school, as defined by Section 29.081, and al
ot her students. Specifically, the funds, other than an indirect
cost allotnment established under State Board of Education rule,
whi ch may not exceed 15 percent, nmay be used to neet the costs
of providing a conpensatory, I ntensi ve, or accel erated
instruction program under Section 29.081 or an alternative
education program established under Section 37.008 or to support
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a programeligible under Title | of the Elenentary and Secondary
Educati on Act of 1965, as provided by Pub. L. No. 103-382 and
its subsequent amendnent s, and by federal regul ati ons
i npl enenting that Act, at a canpus at which at | east 40 percent
of the students are educationally di sadvantaged. |In neeting the
costs of providing a conpensatory, intensive, or accelerated
instruction program under Section 29.081, a district's
conpensatory education allotnment shall be used for costs
suppl ementary to the regular education program such as costs
for program and student evaluation, instructional materials and
equi pnent and other supplies required for quality instruction,
suppl enmental staff expenses, salary for teachers of at-risk
students, smaller class size, and individualized instruction. A

home-rul e school district or a public charter district [an—open—

enroHmrent—charter—sechool| nust wuse funds allocated under
Subsection (a) for a purpose authorized in this subsection but
is not otherwi se subject to Subchapter C, Chapter 209.
Not wi t hst andi ng any ot her provisions of this section:

(1) to ensure that a sufficient anmount of the funds
allotted wunder this section are available to supplenment
instructional prograns and services, no nore than 18 percent of
the funds allotted under this section my be used to fund
disciplinary alternative education prograns established under
Section 37.008;

(2) the comm ssioner may waive the limtations of
Subdi vi sion (1) upon an annual petition, by a district's board
and a district's site-based decision making comittee
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presenting the reason for the need to spend supplenental
conpensatory education funds on disciplinary alternative
educati on prograns under Section 37.008, provided that:

(A) the district in its petition reports the
nunber of students in each grade |evel, by denographi c subgroup,
not making satisfactory progress under the state's assessnent
system and

(B) the conm ssioner makes the waiver request
information available annually to the public on the agency's
website; and

(3) for purposes of this subsection, a program
specifically designed to serve students at risk of dropping out
of school, as defined by Section 29.081, is considered to be a
program suppl enmental to the regular education program and a
district may use its conpensatory education allotnent for such a
program

SECTI ON 4.59. Section 44.008(a), Education Code, is anended
to read as follows:

(a) The board of school trustees of each school district
shall have its school district fiscal accounts audited annually
at district expense by a certified or public accountant hol di ng
a permt from the Texas State Board of Public Accountancy.

Except as determned inpracticable by the conm ssioner, the

account ant nust have conpl eted at | east one peer-revi ewed audit

of a school district, governnental entity, quasi-governnental

entity, or nonprofit corporation and received an unqualified

opinion from the peer review The audit nust be conpleted
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follow ng the close of each fiscal year
SECTI ON 4. 60. Section 46.012, Education Code, is anended to
read as foll ows:

Sec. 46.012. APPLICABILITY TO PUBLIC CHARTER DI STRICTS

[ OPEN-ENROLLNMENT CHARTER -SCHOOLS] . A public charter district

[ An—open-—enrol-lrent—charter—school] is not entitled to an

all ot ment under this subchapter.

SECTI ON 4. 61. Section 46. 036, Education Code, is anended to
read as foll ows:

Sec. 46.036. APPLICABILITY TO PUBLIC CHARTER DI STRICTS

[ OPEN-ENROLLNMENT CHARTER -SCHOOLS] . A public charter district

[ An—open-—enrol-rent—charter—school] is not entitled to an

all ot ment under this subchapter.

SECTI ON 4.62. Section 53.02(13), Education Code, is anended
to read as follows:

(13) "Authorized charter school” means a public

charter district [an—open—enrollment charterschool] that hol ds

a charter granted under Chapter 11A [ Subchapter—DB—Chapter—12].
SECTION 4.63. The heading to Section 53.351, Education

Code, is anended to read as foll ows:

Sec. 53.351. BONDS FOR AUTHORI ZED [ GPEN-ENRG-LMENT] CHARTER

SCHOOL FACI LI TI ES.

SECTION 4.64. Sections 53.351(a), (c), (d), (f), and (9),
Educati on Code, are anended to read as foll ows:

(a) The Texas Public Finance Authority shall establish a
nonprofit corporation to issue revenue bonds on behalf of

aut hori zed [ open-enrolbment ] charter school s for t he
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acqui sition, construction, repair, or renovation of educationa
facilities of those schools.

(c) The corporation has all powers granted under the Texas
Non-Profit Corporation Act (Article 1396-1.01 et seqg., Vernon's
Texas Civil Statutes) for the purpose of aiding authorized

[ open-—enroltment] charter schools in providing educational

facilities. The corporation may nake expenditures fromthe fund

descri bed by Subsection (e) and may solicit and accept grants

for deposit into the fund. 1In addition, Sections 53.131, 53.15,

53.31, 53.32, 53.331, 53.34, 53.35, 53.36(a), and 53.37-53.42
apply to and govern the corporation and its procedures and
bonds.

(d) The corporation shall adopt rules governing the
i ssuance of bonds on behalf of an authorized [open—enrolrent]
charter school

(f) A revenue bond issued under this section is not a debt
of the state or any state agency, political corporation, or
political subdivision of the state and is not a pledge of the
faith and credit of any of these entities. A revenue bond is
payable solely from the revenue of the authorized [eopen—
enrolwent] charter school on whose behalf the bond is issued.
A revenue bond issued under this section nmust contain on its
face a statenment to the effect that:

(1) neither the state nor a state agency, political
corporation, or political subdivision of the state is obligated
to pay the principal of or interest on the bond; and

(2) neither the faith and credit nor the taxing power
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of the state or any state agency, political corporation, or
political subdivision of the state is pledged to the paynent of
the principal of or interest on the bond.
(g) An educational facility financed in whole or in part
under this section is exenpt fromtaxation if the facility:
(1) is owned by an authorized [epen—enrollrent]
charter school
(2) is held for the exclusive benefit of the school;
and
(3) is held for the exclusive use of the students,
faculty, and staff menbers of the school.
SECTION 4.65. Section 411.097(c), Governnent Code, is
amended to read as follows:

(c) A public charter district [Anr—open—enrol-rent—charter

sehoel] is entitled to obtain from the departnent crim nal

hi story record information nmaintained by the departnent that
relates to a person who:
(1) is a nenber of the governing body of the public

charter district [sehoeol], as defined by Section 11A 001

[ 3231012], Educati on Code; or
(2) has agreed to serve as a nenber of the governing

body of the public charter district [sechool].

SECTION 4.66. Sections 2175.128(a) and (b), Governnment
Code, are anmended to read as foll ows:

(a) If a disposition of a state agency's surplus or salvage
data processing equi pnent is not nade under Section 2175.125 or
2175. 184, the state agency shall transfer the equi pnent to:
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(1) a school district or public charter district

[ epen—enroltment—charter—school] in this state under Subchapter
C, Chapter 32, Education Code;

(2) an assistance organi zation specified by the school

district or public charter district; or

(3) the Texas Departnment of Crimnal Justice.

(b) If a disposition of the surplus or salvage data
processi ng equi pment of a state eleenpsynary institution or an
institution or agency of higher education is not nmade under
other law, the institution or agency shall transfer the
equi pnment to:

(1) a school district or public charter district

[ openr—enrolrent—charter—sechool] in this state under Subchapter
C, Chapter 32, Education Code;

(2) an assistance organi zation specified by the school

district or public charter district; or

(3) the Texas Departnment of Crim nal Justice.

SECTION 4.67. Section 2306.630(a), Governnment Code, is
amended to read as follows:

(a) Subject to Subsection (b), the following entities may
apply to receive a grant for an eligible project under this
subchapt er:

(1) a private, nonprofit, tax-exenpt organization
listed in Section 501(c)(3), Internal Revenue Code of 1986 (26
U.S.C. Section 501(c)(3));

(2) a public agency that operates a community-based
yout h enpl oynment training program
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(3) a comunity housing devel opnent organization
certified by the state;

(4) an educational facility approved by the Texas
Yout h Conmi ssi on;

(5) a corps-based community service organi zation;

(6) a public charter district [an—open—enoltrment
charter—school]| approved by the State Board of Education [Fexas
Education-Agency]; or

(7) another entity authorized by board rule.

SECTION 4.68. Section 1575.002(6), Insurance Code, is
amended to read as follows:
(6) "Public school" neans:
(A) a school district;
(B) another educational district whose enpl oyees
are nmenbers of the Teacher Retirenment System of Texas;
(CO a regi onal educati on service center
est abl i shed under Chapter 8, Education Code; or

(D) a public charter district [an—open—enrolnent
charter—school] established under Chapter 11A [ Subechapter—D—

Chapter—12], Education Code.
SECTION 4.69. Section 1579.002(3), Insurance Code, is

anended to read as foll ows:

(3) "Charter school” nmeans a public charter district

[ ah—oepen-—enroltrent—charter—school] established under Chapter

11A [ SubchapterDB—Chapter—12]|, Education Code.
SECTI ON 4. 70. Secti on 140. 005, Local Governnment Code, is

anended to read as foll ows:
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Sec. 140.005. ANNUAL FI NANCI AL STATEMENT OF SCHOOL, ROAD,

OR OTHER DI STRI CT. The governing body of a school district,

public charter district [eopen—enrollmentcharterscheol], junior

college district, or a district or authority organized under

Article II1l, Section 52, or Article XVI, Section 59, of the
Texas Constitution, shall prepare an annual financial statenent
showi ng for each fund subject to the authority of the governing
body during the fiscal year:

(1) the total receipts of the fund, item zed by source
of revenue, including taxes, assessnents, service charges,
grants of state noney, gifts, or other general sources from
whi ch funds are derived,;

(2) the total disbursenents of the fund, item zed by
the nature of the expenditure; and

(3) the balance in the fund at the close of the fisca
year.

SECTION 4. 71. Section 140.006(c), Local Governnent Code, is
anmended to read as foll ows:

(c) The presiding officer of a school district shall submt
a financial statenment prepared under Section 140.005 to a daily,
weekl y, or biweekly newspaper published within the boundaries of
the district. |If a daily, weekly, or biweekly newspaper is not
published within the boundaries of the school district, the
financi al statement shall be published in the nmanner provided by
Subsections (a) and (b). The financial statement of a public

charter district [an—open—enrolment—charter—school] shall be

made avail able in the manner provided by Chapter 552, Governnent
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Code.
SECTION 4.72. Section 375.303(2), Local Governnent Code, is
amended to read as follows:
(2) "Eligible project” neans a program aut horized by
Section 379A. 051 and a project as defined by Sections 2(11) and
4B(a) (2), Devel opnent Corporation Act of 1979 (Article 5190.6,
Vernon's Texas Civil Statutes). Notw thstanding this definition,
seeking a charter for or operating a public charter district [an
open—enro-ment—charter—sehool]| authorized by Chapter 11A
[ Subehapter—DB—Chapter—12]|, Education Code, is [shalt] not [be]

an eligible project.

SECTION 4.73. Sections 375.308(b) and (c), Local Governnent
Code, are anmended to read as foll ows:
(b) An authority may not:

(1) issue bonds or notes wthout the prior approval of
the governing body of the nunicipality that <created the
aut hority;

(2) seek a charter for or operate, wthin the

boundari es of the authority, a public charter district [an—-open—

enroHent—charter—school] authorized by Chapter 11A [ Subchapter
D—Chapter—12]|, Educati on Code; or

(3) Ilevy ad valorem property taxes.

(c) A nunicipality may not seek a charter for or operate a

public charter district [an—open—enrolrenrt—charter—school]
aut hori zed by Chapter 11A [ SubechapterD—Chapter—12], Education

Code, within the boundaries of the authority.

SECTION 4. 74. Section 541.201(15), Transportation Code, is
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amended to read as follows:

(15) "School activity bus" means a bus designed to
accommodate nmore than 15 passengers, including the operator
that is owned, operated, rented, or |eased by a school district,

county school, public charter district [epen—enrolrent—charter

sehoel], regional education service center, or shared services

arrangenent and that is used to transport public school students
on a school -related activity trip, other than on routes to and
from school. The term does not include a chartered bus, a bus
operated by a mass transit authority, or a school bus.
SECTION 4.75. Section 57.042(9), Wilities Code, is anmended
to read as follows:
(9) "Public school"™ neans a public elenmentary or

secondary school, including a public charter district [an—-open-

enroHrent—charter—sechool], a hone-rule school district school,
and a school with a canmpus or canpus program charter.

SECTION 4.76. Section 4(2), Chapter 22, Acts of the 57th
Legislature, 3rd Called Session, 1962 (Article 6228a-5, Vernon's
Texas Civil Statutes), is anmended to read as foll ows:

(2) "Educational institution"” neans a school district

or a public charter district [ap—openr—enroltment—charter
school] .

SECTION 4.77. The following | aws are repeal ed:
(1) Section 12.106, Education Code; and
(2) Section 40, Chapter 1504, Acts of the 77th
Legi sl ature, Regul ar Session, 2001.
SECTION 4.78. Notw thstanding the repeal of Sections 12.107
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and 12.128, Education Code, by this Act, those sections continue
to apply to state funds and property received or purchased by an
open-enrol Il ment charter school before Septenmber 1, 2006.

SECTION 4.79. The changes in | aw made by Sections 4.04-4.78
of this article apply beginning August 1, 2006, except that
Sections 4.11, 4.12, 4.59, and 4.77 apply begi nning Septenber 1,
2005.

ARTI CLE 5. CONFORM NG AMENDMENTS
PART A. CONFORM NG AMENDMENTS EFFECTI VE
SEPTEMBER 1, 2005

SECTI ON 5A.01. Section 22.004(c), Education Code, is
amended to read as foll ows:

(c) The cost of the coverage provided under the program
descri bed by Subsection (a) shall be paid by the state, the
district, and the enployees in the manner provided by Chapter
1579 [ Artiele—3-50-7], Insurance Code. The cost of coverage
provi ded under a plan adopted under Subsection (b) shall be
shared by the enpl oyees and the district using the contributions
by the state described by Subchapter F, Chapter 1579 [ Seetioenr—9+-

Artiele—3-50-7], Insurance Code[——o+—by—Artiecle—3-50-8-
tasurance Code] .

SECTI ON 5A. 02. Section 822.201(c), Governnment Code, is
amended to read as follows:
(c) Excluded from salary and wages are:
(1) expense paynents;
(2) allowances;
(3) paynments for unused vacation or sick |eave;
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(4) nmintenance or other nonnonetary conpensation;

(5) fringe benefits;

(6) deferred conpensation other than as provided by
Subsection (b)(3);

(7) conpensation that is not made pursuant to a valid
enpl oyment agreenent;

(8) paynments received by an enployee in a school year
t hat exceed $5,000 for teaching a driver education and traffic
safety course that is conducted outside regular classroom hours;

(9) the benefit replacenent pay a person earns as a

result of a paynent made under Subchapter B or C, Chapter 661;

[ 23] any conpensation not described by Subsection

(b).

SECTI ON 5A. 03. Section 1581. 702, |nsurance Code, is anended
to read as foll ows:

Sec. 1581.702. ADD TIONAL SUPPORT. The state shall provide
addi ti onal support for a school district to which this section
applies in an anount conputed by nultiplying the total amount of
suppl enmental conpensation that district enployees would have

recei ved [by—district—enployees] under Chapter 1580, as it
exi sted on January 1, 2005, by 0.062.

SECTI ON 5A.04. This part applies beginning with the 2005-
2006 school year

Page -319 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

PART B. CONFORM NG AMENDMENTS
RELATED TO EDUCATI ON FUNDI NG AND STATE PROPERTY TAX
SECTION 5B.01. Section 12.013(b), Education Code, is
anmended to read as follows:
(b) A hone-rule school district is subject to:
(1) a provision of this title establishing a crim nal
of f ense;
(2) a provision of this title relating to limtations
on liability; and
(3) a prohibition, restriction, or requirenent, as
applicable, inposed by this title or a rule adopted under this
title, relating to:
(A) the Public Education Informtion Managenment
System (PEIMS) to the extent necessary to nonitor conpliance
with this subchapter as determ ned by the conm ssioner
(B) educator certification under Chapter 21 and
educator rights under Sections 21.407, 21.408, and 22.001;
(C) crimnal history records under Subchapter C
Chapter 22;
(D) student adm ssions under Section 25.001;
(E) school attendance wunder Sections 25.085,
25. 086, and 25.087;
(F) inter-district or inter-county transfers of
students under Subchapter B, Chapter 25;
(G elenmentary class size |limts under Section
25.112, in the case of any canpus in the district that is

considered academ cally unacceptable [lowperformng] under

Page -320 -




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Section 39.132;

(H) high school graduation under Section 28.025;

(I') special education progranms under Subchapter
A, Chapter 29;

(J) Dbilingual education wunder Subchapter B
Chapter 29;

(K) prekindergarten prograns under Subchapter E
Chapter 29;

(L) safety provi si ons relating to t he
transportation of students wunder Sections 34.002, 34.003,
34.004, and 34.008;

(M conputation and distribution of state aid
under Chapters 31, 42, and 43;

(N) extracurricular activities wunder Section
33.081;

(O health and safety under Chapter 38;

(P) public school accountability under
Subchapters B, C, D, and G Chapter 39;

(Q [egqualized wealth under Chapter 41

[(R)] a bond or other obligation or tax rate
under Chapters 42, 43, and 45; and

(R) [€£S)}] purchasing under Chapter 44.

SECTI ON 5B. 02. Section 12.029(b), Education Code, is
amended to read as foll ows:

(b) |If [Exeept—as—providedbySubchapter—H Chapter—41—f]
two or nmore school districts having different status, one of
which is honme-rule school district status, consolidate into a
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single district, the petition under Section 13.003 initiating
the consolidation nust state the status for the consolidated
district. The ballot shall be printed to permt voting for or
agai nst the proposition: "Consolidation of (nanmes of school
districts) into a single school district governed as (status of
school district specified in the petition)."”

SECTI ON 5B. 03. Section 21.410(h), Education Code, is
anended to read as foll ows:

(h) A grant a school district receives under this section
is in addition to any funding the district receives under
Chapter 42. The comm ssioner shall distribute funds under this
section with the Foundati on School Program paynment to which the
district is entitled as soon as practicable after the end of the

school year as determ ned by the conm ssioner. [A-dist+riect—teo

thi-s—seetion-] The commi ssioner shall determ ne the tim ng of

the distribution of grants to a district that does not receive
Foundati on School Program paynents.

SECTI ON 5B.04. Section 21.411(h), Education Code, is
anended to read as foll ows:

(h) A grant a school district receives under this section
is in addition to any funding the district receives under
Chapter 42. The comm ssioner shall distribute funds under this
section with the Foundati on School Program paynment to which the

district is entitled as soon as practicable after the end of the

school year as determ ned by the conm ssioner. [A—-distriect—to
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this—seetion—| The comm ssioner shall determ ne the timng of
the distribution of grants to a district that does not receive
Foundati on School Program paynents.

SECTI ON 5B. 05. Section 21.412(h), Education Code, is
amended to read as follows:

(h) A grant a school district receives under this section
is in addition to any funding the district receives under
Chapter 42. The comm ssioner shall distribute funds under this
section with the Foundati on School Program paynent to which the
district is entitled as soon as practicable after the end of the
school year as determ ned by the comm ssioner. [A-distrietto

hich O " : Lt 1 ed I g I
this—seetioen-] The comm ssioner shall determ ne the timng of
the distribution of grants to a district that does not receive
Foundati on School Program paynents.

SECTI ON 5B. 06. Section 21.413(h), Education Code, as added
by Section 2, Chapter 430, Acts of the 78th Legislature, Regul ar
Session, 2003, is anended to read as foll ows:

(h) A grant a school district receives under this section
is in addition to any funding the district receives under
Chapter 42. The comm ssioner shall distribute funds under this
section with the Foundati on School Program paynment to which the
district is entitled as soon as practicable after the end of the

school year as determ ned by the comm ssioner. [A—-distriect—to

thi-s—seetion-] The comm ssioner shall determ ne the tim ng of

the distribution of grants to a district that does not receive
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Foundati on School Program paynents.
SECTI ON 5B. 07. Section 29.014(d), Education Code, is
amended to read as follows:

(d) The accreditation [basie] allotnent for a student

enrolled in a district to which this section applies is adjusted
by:
(1) the cost of education adjustnment under Section
42.102 for the school district in which the district is
geographically | ocated; and
(2) the weight for a honebound student under Section
42.151(a).
SECTI ON 5B. 08. Section 29.087(j), Education Code, is
amended to read as follows:
(j) For purposes of funding under Chapters [4%4-] 42[+] and
46, a student attending a program authorized by this section may
be counted in attendance only for the actual nunmber of hours
each school day the student attends the program in accordance
wi th Sections 25.081 and 25.082.
SECTI ON 5B. 09. Section 29.203(b), Education Code, is
anmended to read as foll ows:

(b) A school district is entitled to the allotnent provided

by Section 42.157 for each eligible student using a public

education grant. [H—the district—has—awealth per student
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SECTI ON 5B. 10. Section 30.003, Education Code, is anended

by addi ng Subsection (f-1) to read as follows:

(f-1) The conm ssioner shall determ ne the total anpunt

that the Texas School for the Blind and Visually |npaired and

the Texas School for the Deaf would have received from schoo

districts pursuant to this section if H B. No. 2, Acts of the

79th Legislature, Regular Session, 2005, had not reduced the

districts' share of the cost of providing education services.

That anpunt, m nus any anpunt the schools do receive from schoo

districts, shall be set apart as a separate account in the

foundati on school fund and appropriated to those schools for

educati onal purposes.

SECTI ON 5B. 11. Section 37.0061, Education Code, is anmended
to read as foll ows:

Sec. 37.0061. FUNDI NG FOR ALTERNATI VE EDUCATI ON SERVI CES I N
JUVENI LE RESI DENTI AL FACI LI TI ES. A school district that
provi des education services to pre-adjudicated and post-
adj udi cated students who are confined by court order in a
juvenile residential facility operated by a juvenile board is
entitled to count such students in the district's average daily

attendance for purposes of receipt of state funds under the

Foundati on School Program [H—the district—has—a—wealth per
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i . g I ) ) I I b
SECTI ON 5B. 12. Section 87.208, Education Code, is anended

to read as foll ows:

Sec. 87.208. SEABORNE CONSERVATION CORPS. |If the board of
regents of The Texas A&M University System adm nisters a program
that is substantially simlar to the Seaborne Conservation Corps
as it was adm nistered by the board during the 1998-1999 school
year, the programis entitled, for each student enrolled, to
allotments from the Foundati on School Program under Chapter 42
as if the programwere a school district, except that:

(1) the program has a local share applied that is
equi valent to the |ocal fund assignnment of the school district
in which the principal facilities of the program are |ocated;
and

(2) the district enrichnment tax rate under Section

42.302 is the average district enrichnment tax rate for the

state.
SECTI ON 5B. 13. Section 96.707(k), Education Code, is
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amended to read as follows:

(k) For each student enrolled in the acadeny, the acadeny
is entitled to allotnments from the Foundation School Program
under Chapter 42 as if the acadenmy were a school district,
except that:

(1) the acadeny has a local share applied that is
equivalent to the Ilocal fund assignment of the Beaunont
| ndependent School District; and

(2) the district enrichnent tax rate under Section

42.302 is the average district enrichnment tax rate for the

state.

SECTI ON 5B. 14. Section 105.301(e), Education Code, is
amended to read as follows:

(e) The acadeny is not subject to the provisions of this
code, or to the rules of the Texas Education Agency, regulating
public schools, except that:

(1) professional enpl oyees of the acadeny are entitled
to the limted liability of an enpl oyee under Section 22.0511,
22.0512, or 22.052;

(2) a student's attendance at the acadeny satisfies
conpul sory school attendance requirenents; [and]

(3) for each student enrolled, the acadeny is entitled
to allotnments fromthe foundati on school program under Chapter
42 as if the acadeny were a school district w thout a basic
program [ t++er—oene] |ocal share for purposes of Section 42.253;
and

(4) in determning funding for the acadeny:
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(A) the adjustnment under Section 42.102 is the

adjustnent of the school district in which the principal

facilities of the acadeny are | ocated; and

(B) the district enrichnent tax rate under

Section 42.302 is the average district enrichnment tax rate for

the state.

SECTI ON 5B. 15. Section 317.005(f), Governnment Code, is
anended to read as foll ows:

(f) The governor or board may adopt an order under this
section withholding or transferring any portion of the total
anount appropriated to finance the foundati on school program for
a fiscal year. The governor or board may not adopt such an
order if it would result in an allocation of npbney between
particul ar prograns or statutory allotnments under the foundation
school program contrary to the statutory proration fornula
provi ded by Section 42.253(h), Education Code. The governor or
board may transfer an anount to the total anmount appropriated to
finance the foundation school programfor a fiscal year and may

increase the accreditation [basie] allotnent. The governor or

board may adjust allocations of amounts between particular
progranms or statutory allotnments under the foundation school
program only for the purpose of conform ng the allocations to
actual pupil enrollnments or attendance.

SECTI ON 5B. 16. Section 403.302(a), Governnment Code, is
amended to read as follows:

(a) The conptroller shall conduct an annual study using
conpar abl e sales and generally accepted auditing and sanpling
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techniques to determne the total taxable value of all property
in each school district. The study shall determ ne the taxable
value of all property and of each category of property in the
district and the productivity value of all land that qualifies
for appraisal on the basis of its productive capacity and for

which the owner has applied for and received a productivity

apprai sal . [ Fheconptrollershall nake appropriateadjustinents
H—the study to—account—for—actionstaken—under Chapter 41
Education-Code]

SECTION 5B. 17. Section 2175.304(c), Governnent Code, is
amended to read as follows:

(c) The procedures established under Subsection (b) nust
give preference to transferring the property directly to a
public school or school district or to an assistance
organi zati on designated by the school district before disposing
of the property in another nmanner. If nore than one public
school or school district or assistance organi zation seeks to
acquire the sanme property on substantially the same ternms, the
system institution, or agency shall give preference to a public
school that is considered | owperform ng by the comm ssioner of

education or to a school district that has a relatively | ow

[ taxable] wealth per student, as determ ned by the conm ssioner

of education [that—entitles the distriect—to—an—allotrment—of

state funds—under—Subchapter - Chapter—42, Education-Code], or

to the assistance organization designated by such a school

district.
SECTI ON 5B. 18. Section 1579.251(a), Insurance Code, is
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amended to read as follows:

(a) The state shall assist enployees of participating
school districts and charter schools in the purchase of group
heal th coverage under this chapter by providing for each covered
enpl oyee the anount of $900 each state fiscal year or a greater
anount as provided by the General Appropriations Act. The state
contribution shall be distributed through the school finance

formul as under Chapter [Chapters—41-and] 42, Education Code, in

a nmanner the connmi ssioner of education determ nes appropriate

[ and | hool _di : L ol hool  ded|
Sections—42- 2514 and 42260 EducationCode] .

SECTI ON 5B. 19. Section 6.02(b), Tax Code, is anmended to
read as follows:

(b) A taxing unit that has boundaries extending into two or
nore counties my choose to participate in only one of the
apprai sal districts. In that event, the boundaries of the
district chosen extend outside the county to the extent of the

unit's boundaries. To be effective, the choice nust be approved

by resolution of the board of directors of the district chosen.
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(2 I . : : :
I hool _di : I I I | ' :
under—Subchapter Cor G Chapter—41, Education Code]

SECTI ON 5B. 20. Section 21.01, Tax Code, is anended to read
as follows:

Sec. 21.01. REAL PROPERTY. Real property is taxable by a
taxing unit if located in the unit on January 1[.—except—as
provi-ded—by Chapter 41 EducationCode].

SECTI ON 5B. 21. Section 21.02(a), Tax Code, is anended to
read as foll ows:

(a) Except as provided by |[Subsection—{b)—and] Sections
21.021, 21.04, and 21.05, tangi bl e personal property is taxable
by a taxing unit if:

(1) it is located in the unit on January 1 for nore
than a tenporary peri od;

(2) it normally is located in the unit, even though it
is outside the unit on January 1, if it is outside the unit only
tenporarily;

(3) it normally is returned to the unit between uses
el sewhere and is not located in any one place for nore than a
tenporary period; or

(4) the owner resides (for property not wused for

busi ness purposes) or maintains the owner's [hs] principal

pl ace of business in this state (for property used for business
purposes) in the unit and the property is taxable in this state
but does not have a taxable situs pursuant to Subdivisions (1)
t hrough (3) [ef—this—seection].
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SECTI ON 5B. 22. Section 39.901(d), Utilities Code, is
anmended to read as foll ows:

(d) Not later than May 1 of each year, subject to Section
39.903(b), the commi ssion shall transfer fromthe system benefit
fund to the foundation school fund the amount determ ned by the
Texas Education Agency under Subsection (b) to the extent that
funds are avail able. Ambunts transferred fromthe system benefit
fund under this section nay be appropriated only for the support
of the Foundati on School Program and are available, in addition
to any amounts allocated by the General Appropriations Act, to
finance actions under Section [43002(b)—e+] 42.2521, Education
Code.

SECTI ON 5B. 23. This part applies beginning with the 2006-
2007 school vyear.

ARTI CLE 6. REPEALER; TRANSI TI ON; EFFECTI VE DATE

SECTION 6.01. Effective Septenmber 1, 2005, the follow ng
| aws are repeal ed:

(1) Sections 1-3 and 57, Chapter 201, Acts of the 78th
Legi sl ature, Regul ar Session, 2003;

(2) Chapter 313, Acts of the 78th Legislature, Regul ar
Sessi on, 20083;

(3) Section 1.01, Chapter 366, Acts of the 78th
Legi sl ature, Regul ar Session, 2003;

(4) Sections 7.006, 29.056(h), 37.004(g), 39.027(b),
(c), and (f), and 42.253(e-1), Education Code;

(5) the follow ng provisions of the Insurance Code:

(A) Section 1579.253(b); and
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(B) Chapter 1580; and
(6) Sections 401.314(e), (f), and (g), Occupations
Code.

SECTION 6.02. Effective Septenmber 1, 2006, the follow ng

| aws are repeal ed:
(1) the followi ng provisions of the Education Code:
(A) Chapter 41,
(B) Subchapter F, Chapter 42, as it existed on
Novenber 1, 2005;
(C) Sections 7.055(b)(34), 21.402(b), 29.203(c)
and (g), 30.003(b)-(f), 31.025, 31.1031, 42.103(e), 42.158(e),
42. 2514, 42.2517, 42.259, 42.260, and 42.4101; and
(D) Sections 42.2512(a-1) and 42.2541, as added
by Part A, Article 1, of this Act;
(2) the follow ng provisions of the Insurance Code:
(A) Section 1581.053(b); and
(B) Subchapter C, Chapter 1581; and
(3) Sections 6.02(g), 6.03(m, 21.02(b) and (c), and
25. 25(k), Tax Code.

SECTION 6.03. (a) Except as provided by Subsection (b) of
this section, a school district maintenance tax rate inposed
under Sections 45.002 and 45.003, Education Code, before
Novenber 8, 2005, is void.

(b) An election held before Novenber 8, 2005, authorizing a
mai ntenance tax at a rate of at least $0.25 on the $100
val uation of taxable property in a school district is sufficient
to authorize a rate not to exceed $0. 25.
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SECTION 6.04. (a) Except as provided by Subsection (b) of
this section, if two or nmore sections of this Act anmend the sane
provi sion of law, the sections of the Act should be harnonized,
if possible, so that effect nmay be given to each section.

(b) If a section of this Act repeals a provision of Chapter
12, Education Code, that section prevails over a section of this
Act that anends the sanme provision.

SECTI ON 6. 05. Except as otherw se specifically provided by
this Act, this Act applies beginning with the 2005-2006 school
year.

SECTION 6.06. (a) The follow ng provisions of this Act
take effect only if the constitutional anmendnent proposed by
___.J.R No. ___, 79th Legislature, Regular Session, 2005, is
approved by the voters:

(1) Part B, Article 1;

(2) Section 2A. 10;

(3) Article 3;

(4) Part B, Article 5; and
(5) Sections 6.02 and 6.03.

(b) If the constitutional anendment proposed by  .J.R
No. __, 79th Legislature, Regular Session, 2005, is not
approved by the voters, a provision of this Act described by
Subsection (a) of this section has no effect.

(c) Except as otherw se specifically provided by this Act
this Act takes effect Septenber 1, 2005, but only if H B. No. 3,
Acts of the 79th Legislature, Regular Session, 2005, becones
law. |If H B. No. 3 does not becone |aw, this Act has no effect.
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